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FRYHUDJH� IRU� WKH� FRVW� RI� WKHLU� SUHVFULSWLRQ� GUXJV� DQG� ZKR�

LQWHQG�WR�WDNH�DGYDQWDJH�RI�EHQHILWV�RIIHUHG�XQGHU�WKH�³0DLQH�
5[�3URJUDP´�HVWDEOLVKHG�E\� WKH� VWDWXWH� DW� LVVXH� LQ� WKLV� FDVH���

7KH\� KDYH� EHHQ� JUDQWHG� ³DPLFXV� SOXV´� VWDWXV� E\� WKH�8QLWHG�

6WDWHV� 'LVWULFW� &RXUW� IRU� WKH� 'LVWULFW� RI� 0DLQH� LQ� WKH�
SURFHHGLQJV�EHORZ��LQ�UHVSRQVH�WR�D�PRWLRQ�WR�LQWHUYHQH�ILOHG�

VXEVHTXHQW� WR� WKH� &RXUW¶V� JUDQWLQJ� RI� D� SUHOLPLQDU\�

LQMXQFWLRQ�� � ,Q� WKH� DSSHDO� RI� WKH�'LVWULFW�&RXUW¶V� GHFLVLRQ� WR�
WKH�)LUVW�&LUFXLW�&RXUW�RI�$SSHDOV��WKH\�ILOHG�DQ�$PLFL�&XULDH�

EULHI�� � 7KH� SDUWLHV� KDYH� FRQVHQWHG� WR� WKLV� ILOLQJ� RI� DQ�$PLFL�
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VKLUW�IDFWRU\��KDV�QR�KHDOWK�LQVXUDQFH�FRYHUDJH���6KH�UHTXLUHV�

WKH� GUXJ� 5HODIHQ� IRU� KHU� DUWKULWLV� DQG� 3ULORVHF� IRU� D� KLDWDO�
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FRVWV�� � 6KH� DOVR� KDV� VNLSSHG� PHDOV� DQG� HDWHQ� WKH� FKHDSHVW�

PHDOV�VKH�FDQ�ILQG�LQ�RUGHU� WR�VDYH�PRQH\�IRU�PHGLFLQH��EXW�

WKRVH� WDFWLFV�FDXVH�KHU�RWKHU�KHDOWK�SUREOHPV�� �$II��RI�9LROD�
4XLULRQ���$GGHQGXP�WR�)LUVW�&LUFXLW�&RXUW�RI�$SSHDOV�$PLFL�

&XULDH�%ULHI�DW�����KHUHDIWHU�$GG��RI�)LUVW�&LU��$PLFL�%ULHI���

�������������������������������������������������
�
1R FRXQVHO IRU D SDUW\ DXWKRUHG WKLV EULHI $PLFL &XULDH LQ ZKROH RU LQ

SDUW� 7KH $OOLDQFH IRU 5HWLUHG $PHULFDQV �ZLWK ZKLFK $PLFXV 0DLQH

&RXQFLO RI 6HQLRU &LWL]HQV LV DIILOLDWHG� DQG WKH $PHULFDQ )HGHUDWLRQ RI

/DERU DQG &RQJUHVV RI ,QGXVWULDO 2UJDQL]DWLRQV FRQWULEXWHG WR WKH FRVWV RI

SULQWLQJ WKLV EULHI� 7KH $PHULFDQ $VVRFLDWLRQ RI 5HWLUHG 3HUVRQV PD\

FRQWULEXWH WR WKH FRVW RI OHJDO UHVHDUFK EXW KDV QRW GLUHFWHG VXFK UHVHDUFK�

$VLGH IURP WKHVH� QR RWKHU SHUVRQ RU HQWLW\ EH\RQG $PLFL DQG WKHLU

FRXQVHO KDV PDGH D PRQHWDU\ FRQWULEXWLRQ WR WKH SUHSDUDWLRQ RU

VXEPLVVLRQ RI WKLV EULHI�
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0LFKHOOH�&DPSEHOO�LV�D�\RXQJ�PRWKHU�RI�IRXU�OLYLQJ�LQ�WKH�

LVODQG�FRPPXQLW\�RI�1RUWK�+DYHQ��0DLQH��ZLWK�KHU�FKLOGUHQ�
DQG�KXVEDQG���0V��&DPSEHOO¶V�IDPLO\�KDV�QR�KHDOWK�LQVXUDQFH�

DQG�GRHV�QRW�TXDOLI\�IRU�0HGLFDLG���%HFDXVH�KHU�KXVEDQG�LV�D�

ILVKHUPDQ�� KHU� IDPLO\¶V� LQFRPH� YDULHV� E\� WKH� VHDVRQ�� � +HU�
IDPLO\¶V� LQFRPH� LV� ORZHVW� GXULQJ� WKH� ZLQWHU�� ZKHQ� KHU�

FKLOGUHQ� DUH� PRVW� VXVFHSWLEOH� WR� LOOQHVV�� � +HU� ���\HDU�ROG�

GDXJKWHU� VXIIHUV� IURP� UHDFWLYH� DLUZD\� GLVHDVH� DQG� QHHGV�
LQKDOHUV� WKDW� FRVW� DERXW� ���� SHU� PRQWK�� � ,Q� WKH� ZLQWHU�� KHU�

GDXJKWHU� PXVW� WDNH� 6LQJXODU�� ZKLFK� FRVWV� DQRWKHU� ����� SHU�

PRQWK���$II��RI�0LFKHOOH�&DPSEHOO��$GG��RI�)LUVW�&LU��$PLFL�
%ULHI�DW�����

7KH� 0DLQH� &RXQFLO� RI� 6HQLRU� &LWL]HQV� LV� D� PHPEHUVKLS�

RUJDQL]DWLRQ�WKDW�DGYRFDWHV�IRU�WKH�LQWHUHVWV�RI�0DLQH�VHQLRUV���
0DQ\� RI� WKH� &RXQFLO¶V� PHPEHUV� DUH� IRUFHG� WR� PDNH� OLIH�

WKUHDWHQLQJ�FKRLFHV�EHWZHHQ�PHGLFLQH�DQG�IRRG�RU�KHDWLQJ�RLO���

0DQ\� VNLS� GRVDJHV�� VKDUH� SUHVFULSWLRQV� RU� GRQ¶W� ILOO� WKHLU�
SUHVFULSWLRQV� DW� DOO�� �$II�� RI� -RKQ�0RUDQ� �$GG�� RI� )LUVW�&LU��

$PLFL�%ULHI�DW�����

5LFKDUG�-��'RQDKXH��0�'���LV�D�IDPLO\�SUDFWLFH�SK\VLFLDQ�DW�
WKH� ,VODQGV� &RPPXQLW\� 0HGLFDO� &HQWHU� LQ� 9LQDOKDYHQ��

0DLQH�� � 7KURXJK� KLV� SUDFWLFH�� KH� LV� DZDUH� RI� SDWLHQWV� ZKR�

KDYH�UHIXVHG�RU�PLVXVHG�PHGLFDWLRQV�EHFDXVH�RI�WKH�KLJK�FRVW�
RI� SUHVFULSWLRQ� GUXJV�� � *HQHUDOO\�� KLV� FDUGLDF� SDWLHQWV� DQG�

SDWLHQWV� VXIIHULQJ� IURP� K\SHUWHQVLRQ� DUH� PRUH� DSW� WR� EDVH�

GHFLVLRQV� UHJDUGLQJ� WKHLU� PHGLFDWLRQV� RQ� FRVW�� EHFDXVH�
V\PSWRPV� RI� WKRVH� FRQGLWLRQV� DUH� RIWHQ� VXEWOH�� DQG� LW� LV�

GLIILFXOW� IRU� SDWLHQWV� WR� MXVWLI\� EX\LQJ� GUXJV� RYHU� RWKHU�

HVVHQWLDOV� ZKHQ� WKH\� DUH� IHHOLQJ� ZHOO�� � 'U�� 'RQDKXH��
EHOLHYHV� WKDW� PDNLQJ� GUXJV� PRUH� DIIRUGDEOH� WKURXJK� WKH�

0DLQH� 5[� 3URJUDP� ZLOO� VXEVWDQWLDOO\� LPSURYH� KLV� SDWLHQWV¶�

KHDOWK���$II��RI�5LFKDUG�-��'RQDKXH��0�'���$GG��RI�)LUVW�&LU��
$PLFL�%ULHI�DW�����

�
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7KH� FRPSHOOLQJ� VWRULHV� RI�$PLFXV� &XULDH� W\SLI\� WKRVH� RI�
WKRXVDQGV�PRUH�XQLQVXUHG�0DLQH�FLWL]HQV�ZKR�ODFN�LQVXUDQFH�

IRU� SUHVFULSWLRQ� GUXJV� DQG� WKHUHIRUH�PXVW� SD\� RXW�RI�SRFNHW�

IRU� WKHLU� PHGLFDWLRQV� DW� VRPH� RI� WKH� KLJKHVW� SULFHV� LQ� WKH�
ZRUOG�� �:LGHVSUHDG� UHSRUWV� RI� XQLQVXUHG� VHQLRU� FLWL]HQV� DQG�

RWKHU� FKURQLFDOO\� LOO� UHVLGHQWV� QRW� WDNLQJ� WKHLU� SUHVFULSWLRQV��

VNLSSLQJ� GRVHV�� RU� VDFULILFLQJ� IRRG� RU� KHDW� LQ� RUGHU� WR�
SXUFKDVH� PHGLFLQHV� SURPSWHG� WKH� 0DLQH� /HJLVODWXUH� WR�

DGGUHVV� WKH�JURZLQJ�SXEOLF�KHDOWK�FULVLV� LQ������E\�HQDFWLQJ�

WKH� 0DLQH� 5[� 3URJUDP� E\� DQ� RYHUZKHOPLQJ� ELSDUWLVDQ�
FRQVHQVXV��������0H��/HJLV��&K�������6�3���������/�'���������

7KH�0DLQH�5[�ODZ�DXWKRUL]HV�WKH�6WDWH�RI�0DLQH�WR�RSHUDWH�

DV� D� SKDUPDFHXWLFDO� EHQHILWV� PDQDJHU� �3%0�� ZLWK� WKH�
DXWKRULW\�WR�QHJRWLDWH�SUHVFULSWLRQ�GUXJ�UHEDWHV�WR�WKH�6WDWH�LQ�

RUGHU� WR� UHGXFH� WKH� RXW�RI�SRFNHW� FRVW� RI� GUXJV� IRU�0DLQH¶V�

XQLQVXUHG� SRSXODWLRQ�� � 8QGHU� WKH� 0DLQH� 5[� 3URJUDP�� WKH�
6WDWH� OLQNV� PDUNHW� VKDUH� DQG� YROXPH� WR� UHEDWHV� IURP�

PDQXIDFWXUHUV�� D�PDUNHW� LQFHQWLYH� FRPPRQ� WR� SULYDWH�VHFWRU�

3%0V�DQG� IDPLOLDU� WR�SKDUPDFHXWLFDO�PDQXIDFWXUHUV�� �:KLOH�
HQUROOPHQW�LQ�WKH�3URJUDP�LV�RSHQ�WR�DOO�0DLQH�UHVLGHQWV��RQO\�

WKRVH� UHVLGHQWV�ZLWKRXW�DOWHUQDWLYH�SUHVFULSWLRQ�GUXJ�EHQHILWV�

WKURXJK� KHDOWK� LQVXUDQFH� RU� WKURXJK� VRPH� JRYHUQPHQW�
SURJUDP�ZLOO�EHQHILW�E\�HQUROOLQJ��

$V� WKH� )LUVW� &LUFXLW� &RXUW� RI� $SSHDOV� UHFRJQL]HG�� WKH�

0DLQH� 5[� ODZ� ³LV� SUHGLFDWHG� RQ� WKH� HFRQRPLF� UHDOLW\� WKDW�
YROXPH� EX\LQJ� RI� SUHVFULSWLRQ� GUXJV� E\�0HGLFDLG� DGPLQLV��

WUDWRUV�� LQVXUDQFH�FRPSDQLHV�DQG�KHDOWK�PDLQWHQDQFH�RUJDQL��

]DWLRQV� �µ+02V¶�� UHVXOWHG� LQ� VXEVWDQWLDOO\� ORZHU� SULFHV� IRU�
WKHVH� HQWLWLHV� WKDQ� IRU� LQGLYLGXDO� SXUFKDVHUV�´� VXFK� WKDW�

LQGLYLGXDO� HOGHUO\� SXUFKDVHUV�ZHUH� SD\LQJ� ��� SHUFHQW� KLJKHU�

SULFHV�WKDQ�WKRVH�FKDUJHG�WKH�IHGHUDO�JRYHUQPHQW�DQG�+02V���
3KDUPDFHXWLFDO� 5HVHDUFK� DQG� 0IUV�� 2I� $P�� Y�� &RQFDQQRQ��

����)��G����������VW�&LU���������KHUHDIWHU�3K50$���
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3DUWLFLSDWLRQ� E\� GUXJ� PDQXIDFWXUHUV� LQ� WKH� 0DLQH� 5[�

3URJUDP�LV�YROXQWDU\�� �7KH�VWDWXWH�GRHV�QRW�DWWHPSW� WR� UHJX��
ODWH�GUXJ�PDQXIDFWXUHUV¶�SULFHV��LW�DXWKRUL]HV�WKH�6WDWH�WR�XVH�

LWV� PDUNHW� VKDUH� WR� QHJRWLDWH� UHEDWHV�� � 7KH�0DLQH� &RPPLV��

VLRQHU� RI� +XPDQ� 6HUYLFHV� LV� H[SUHVVO\� LQVWUXFWHG� E\� WKH�
VWDWXWH� WR� XVH� KLV� ³EHVW� HIIRUWV� WR� REWDLQ� DQ� LQLWLDO� UHEDWH�

DPRXQW� HTXDO� WR� RU� JUHDWHU� WKDQ� WKH� UHEDWH� FDOFXODWHG� XQGHU�

WKH�0HGLFDLG�SURJUDP�´�����0�5�6�$�����������%���HPSKDVLV�
DGGHG���7KH�/HJLVODWXUH� FOHDUO\� HQYLVLRQHG� WKDW� VRPH�PDQX��

IDFWXUHUV� ZLOO� QRW� SDUWLFLSDWH�� � 7KH� ODZ� VWUHQJWKHQV� WKH� EDU��

JDLQLQJ� SRVLWLRQ� RI� WKH�&RPPLVVLRQHU� E\�PDNLQJ� SXEOLF� WKH�
QDPHV� RI� PDQXIDFWXUHUV� ZKR� HOHFW� QRW� WR� HQWHU� LQWR� UHEDWHV�

DQG� SURSRVLQJ� WKRVH� PDQXIDFWXUHUV¶� SURGXFWV� IRU� ³SULRU�

DXWKRUL]DWLRQ´� XQGHU� WKH� 6WDWH¶V� 0HGLFDLG� SURJUDP�� ³DV�
SHUPLWWHG�E\�ODZ�´� �,G��DW����������� � ,Q�VR�GRLQJ�� WKH�VWDWXWH�

DGRSWV� D� PDUNHW� PRGHO� UDWKHU� WKDQ� D� UHJXODWRU\� RQH��

UHFDOFLWUDQW�PDQXIDFWXUHUV�IDFH�QR�FLYLO�RU�FULPLQDO�SHQDOWLHV��

7KH� $FW� FUHDWHV� DQ� LQFHQWLYH� IRU� GUXJ� PDQXIDFWXUHUV� WR�

SDUWLFLSDWH� LQ� QHJRWLDWLRQV� E\� WKUHDWHQLQJ� WR� VKLIW� VKDUHV� RI�

0DLQH¶V� 0HGLFDLG� SUHVFULSWLRQ� GUXJ� PDUNHW� WR� FRPSHWLWLYH�
GUXJV� RI� SDUWLFLSDWLQJ� PDQXIDFWXUHUV�� � 'UXJ� PDQXIDFWXUHUV�

DOVR�DQWLFLSDWH� WKDW�DQ\� VKLIW� LQ� WKH�0HGLFDLG�PDUNHW�ZLOO�EH�

H[DJJHUDWHG�E\�D�WHQGHQF\�DPRQJ�KHDOWK�FDUH�SURIHVVLRQDOV�WR�
SUHVFULEH� WKH� VDPH� GUXJV� WR� WKHLU� QRQ�0HGLFDLG� SDWLHQWV� DV�

WKH\�DUH�DFFXVWRPHG�WR�SUHVFULELQJ�WR�WKHLU�0HGLFDLG�SDWLHQWV���

3ULRU� DXWKRUL]DWLRQ� LV� QRW� WKH� JRDO� RI� WKH� 0DLQH� 5[�
3URJUDP�� � ,I� WKH� 6WDWH� VXFFHVVIXOO\� QHJRWLDWHV� GUXJ� UHEDWHV�

ZLWK� PDQXIDFWXUHUV�� WKHUH� ZLOO� EH� QR� LQFUHDVHG� XVH� RI� SULRU�

DXWKRUL]DWLRQ�GXH�WR�WKH�0DLQH�5[�3URJUDP�����

%HIRUH� WKH� 0DLQH� 5[� SURJUDP� FRXOG� JR� LQWR� HIIHFW�� WKH�

3HWLWLRQHU�WUDGH�JURXS�EURXJKW�WKLV�IDFLDO�FKDOOHQJH�WR�WKH�ODZ�

DQG� REWDLQHG� D� SUHOLPLQDU\� LQMXQFWLRQ� LQ� WKH� 8QLWHG� 6WDWHV�
'LVWULFW�&RXUW�IRU�WKH�'LVWULFW�RI�0DLQH���2Q�DSSHDO��WKH�)LUVW�

&LUFXLW�&RXUW�RI�$SSHDOV�IRXQG�QR�FRQVWLWXWLRQDO�YLRODWLRQ�E\�

WKH� 0DLQH� 5[� ODZ�� EXW� VWD\HG� LWV� PDQGDWH� WR� SHUPLW� WKLV�
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DSSHDO� RI� D� IDFLDO� FKDOOHQJH� DW� WKH� SUHOLPLQDU\� LQMXQFWLRQ�

VWDJH�RI�OLWLJDWLRQ���

$OWKRXJK� WKH� 6WDWH� WLPHO\� DQG� UHVSRQVLEO\� DGGUHVVHG� D�

SXEOLF�KHDOWK�FULVLV�ZLWKLQ� LWV�ERUGHUV�E\�HQDFWLQJ� WKH�0DLQH�

5[� 3URJUDP�� LW� KDV� QHYHU� KDG� WKH� RSSRUWXQLW\� WR� SXW� WKH�
3URJUDP� WR� WKH� WHVW�� � ,W� KDV� EHHQ� GHQLHG� WKH� RSSRUWXQLW\� WR�

GHWHUPLQH� ZKDW� VXFFHVV� PLJKW� UHVXOW� IURP� D� PDUNHW�PRGHO�

QHJRWLDWLRQ� SURFHVV�� WR� GHPRQVWUDWH� WKDW� 0DLQH� 5[� ZLOO� QRW�
LPSRVH� D� EXUGHQ� RQ�0HGLFDLG� EHQHILFLDULHV�� DQG� WR� SURYLGH�

WKH�ILUVW�RXQFH�RI�UHOLHI�WR�LWV�JURZLQJ�SRSXODWLRQ�RI�XQLQVXUHG�

QHHG\�� LOO�� DQG� HOGHUO\� SHRSOH�� � ,URQLFDOO\�� WKH� 3HWLWLRQHU²D�
WUDGH� JURXS� IRU� WKH� LQGXVWU\�ZKRVH� SULFLQJ� SUDFWLFHV� FUHDWHG�

WKLV�SXEOLF�KHDOWK�FULVLV�E\�IRUFLQJ�0DLQH¶V�XQLQVXUHG�WR�SD\�

WKH� KLJKHVW� SULFHV²QRZ� FODLPV� WR� DFW� RQ� EHKDOI� RI�0DLQH¶V�
QHHG\��

6800$5<�2)�$5*80(17�

,Q� WKLV� IDFLDO� FKDOOHQJH�� WKH� 3HWLWLRQHU� WUDGH� JURXS� FDQQRW�

HVWDEOLVK� WKDW� DQ\� DSSOLFDWLRQ� RI� WKH� 0DLQH� 5[� 3URJUDP�

QHFHVVDULO\� ZLOO� IUXVWUDWH� WKH� FRQJUHVVLRQDO� SXUSRVH� RI� WKH�
MRLQW� VWDWH� DQG� IHGHUDO�0HGLFDLG� SURJUDP� LQ� YLRODWLRQ� RI� WKH�

6XSUHPDF\�&ODXVH���6WDWHV�DUH�H[SUHVVO\�SHUPLWWHG�E\�IHGHUDO�

VWDWXWH� WR� UHTXLUH� SULRU� DXWKRUL]DWLRQ� IRU� DQ\� SUHVFULSWLRQ�
GUXJ�� DQG� VRPH� VWDWHV� KLVWRULFDOO\� HOHFWHG� WR� UHTXLUH� SULRU�

DXWKRUL]DWLRQ� IRU� HYHU\� GUXJ�� � &RQJUHVV� ZDV� QRW� FRQFHUQHG�

ZLWK� WKH� VWDWHV¶�PRWLYDWLRQ� IRU� SULRU� DXWKRUL]DWLRQ�� � )XUWKHU�
PRUH��WKH�SXUSRVH�RI�WKH�0DLQH�5[�ODZ�LV�FRQVLVWHQW�ZLWK�WKH�

SXUSRVH� RI� WKH� 0HGLFDLG� SURJUDP�� DQG� HYHQ� DGYDQFHV� WKDW�

SXUSRVH�� E\� PDNLQJ� SUHVFULSWLRQ� GUXJV� PRUH� DFFHVVLEOH� WR�
SHUVRQV�ODFNLQJ�LQVXUDQFH�FRYHUDJH���

7KH�0DLQH�5[� ODZ�GRHV� QRW� UHJXODWH� WKH� WHUPV� RI� RXW�RI�

VWDWH�WUDQVDFWLRQV�RU�RWKHUZLVH�YLRODWH�WKH�GRUPDQW�&RPPHUFH�
&ODXVH�� � 5DWKHU� LW� DXWKRUL]HV� 0DLQH� WR� EHFRPH� D� PDUNHW�

SDUWLFLSDQW�E\�WDNLQJ�RQ�WKH�UROH�RI�D�SKDUPDFHXWLFDO�EHQHILWV�

PDQDJHU� �3%0�� IRU� 3URJUDP� HQUROOHHV�� QHJRWLDWLQJ� GUXJ�
SULFHV� IRU� WKDW� JURXS� LQ� WKH� VDPH� PDQQHU� DV� 3%0V� LQ� WKH�
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SULYDWH� PDUNHW�� � 0DQXIDFWXUHU� UHEDWHV� XQGHU� WKH� 0DLQH� 5[�

3URJUDP� GHSHQG� RQ� YROXQWDU\� QHJRWLDWLRQV� ZLWK� LQGLYLGXDO�
GUXJ� FRPSDQLHV�� � :KLOH� UHEDWHV� PD\� DIIHFW� WKH� SURILWV� RI�

LQGLYLGXDO� GUXJ� FRPSDQLHV�� WKDW� LPSDFW� ZLOO� QRW� EH� D� UHVXOW��

RI� UHJXODWLRQ� EXW� RI� QHJRWLDWLRQ� DQG� FRPSHWLWLRQ� IRU��
PDUNHW�VKDUH����

7KH� 3HWLWLRQHU¶V� FRPSODLQW� GRHV� QRW� FKDOOHQJH� WKH�0DLQH�

5[� 3URJUDP� RQ� WKH� EDVLV� WKDW� LW� UHTXLUHV� DSSURYDO� E\� WKH�
IHGHUDO� JRYHUQPHQW� DV� DQ� DPHQGPHQW� WR� 0DLQH¶V� 0HGLFDLG�

SODQ�� DQG� WKDW� LVVXH� LV� QRW� SURSHUO\� EHIRUH� WKLV� &RXUW� IRU�

UHYLHZ���6LPLODUO\��WKH�3HWLWLRQHU�GLG�QRW�DUJXH�GLVFULPLQDWLRQ�
DJDLQVW� LQWHUVWDWH� FRPPHUFH� LQ� WKH� SURFHHGLQJV� EHORZ�� DQG�

WKHUHIRUH�ZDLYHG�LWV�ULJKW�WR�GR�VR�DW�WKLV�ODWH�GDWH����

$5*80(17�

,�� 0$,1(¶6�5;�352*5$0�,6�127�35((037('�
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$�� 7KH� 3HWLWLRQHU� &DQQRW� (VWDEOLVK� 7KDW� $Q\�

$SSOLFDWLRQ� RI� WKH� 0DLQH� 5[� 3URJUDP� :LOO�

)UXVWUDWH�WKH�3XUSRVHV�RI�0HGLFDLG��

7KH� KXUGOH� WKDW� WKH�0DLQH�5[� ODZ�PXVW� FOHDU� LQ� RUGHU� WR�

SDVV�FRQVWLWXWLRQDO�PXVWHU�XQGHU�WKH�6XSUHPDF\�&ODXVH�LV�QRW�

D� KLJK� RQH�� � 7KH� RQO\� EDVLV� DVVHUWHG� E\� WKH� 3HWLWLRQHU� IRU�
SUHHPSWLRQ� LQ� WKLV� FDVH� LV� LPSOLHG� FRQIOLFW� SUHHPSWLRQ�� � 7R�

SUHYDLO�� WKH�3HWLWLRQHU�PXVW� VKRZ� WKDW� FRPSOLDQFH�ZLWK� ERWK�

WKH�0DLQH�5[�ODZ�DQG�WKH�IHGHUDO�0HGLFDLG�ODZ�LV�LPSRVVLEOH��
RU� WKDW� WKH� 0DLQH� 5[� ODZ� LQWHUSRVHV� DQ� REVWDFOH� WR� WKH�

DFKLHYHPHQW� RI� &RQJUHVV¶� GLVFHUQLEOH� REMHFWLYHV�� � *DGH� Y��

1DWLRQDO�6ROLG�:DVWHV�0JPW��$VV¶Q������8�6�������������������

0RUHRYHU�� WKH� 3HWLWLRQHU¶V� FKDOOHQJH� WR� WKH� 0DLQH� 5[�
3URJUDP�RQ�6XSUHPDF\�&ODXVH�JURXQGV�LV�D�IDFLDO�FKDOOHQJH��

LQ� ZKLFK� ³WKH� FKDOOHQJHU� PXVW� HVWDEOLVK� WKDW� QR� VHW� RI�

FLUFXPVWDQFHV� H[LVWV� XQGHU� ZKLFK� WKH� $FW� FRXOG� EH� YDOLG�´��
8QLWHG�6WDWHV�Y��6DOHUQR������8�6�������������������VHH�DOVR�

$QGHUVRQ� Y�� (GZDUGV�� ����8�6�� ����� ���� Q��� ������� �FLWLQJ�
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6DOHUQR���5HQR� Y��)ORUHV�� ����8�6�� ����� ���� ������� �VDPH���

5XVW�Y��6XOOLYDQ������8�6�������������������VDPH�����

,Q� HVVHQFH�� WKH� 3HWLWLRQHU� FRQWHQGV� WKDW� 0DLQH� PD\� QRW�

HQOLVW� LWV� H[SUHVVO\� JUDQWHG� DXWKRULW\� RI� SULRU� DXWKRUL]DWLRQ�

ZLWKLQ� LWV�0HGLFDLG�SURJUDP� WR� LPSURYH�DFFHVV� WR�QHFHVVDU\�
KHDOWK� FDUH� IRU� SHUVRQV� RXWVLGH� WKH� 0HGLFDLG� SRSXODWLRQ���

&RQVHTXHQWO\��WKH�3HWLWLRQHU�PXVW�VKRZ�WKDW�WKH�SODFHPHQW�RI�

DQ\� GUXJ� RQWR� WKH� 0HGLFDLG� SULRU� DXWKRUL]DWLRQ� OLVW�� ZKHQ�
FRQVLGHUDWLRQ� IRU� SODFHPHQW�ZDV� WULJJHUHG� E\� WKH�0DLQH�5[�

3URJUDP��ZLOO�IUXVWUDWH�WKH�REMHFWLYHV�RI�&RQJUHVV�WR�SURYLGH�

PHGLFDO� VHUYLFHV� WR� WKRVH� SHUVRQV� ZKRVH� ³LQFRPH� DQG�
UHVRXUFHV� DUH� LQVXIILFLHQW� WR� PHHW� WKH� FRVWV� RI� QHFHVVDU\�

PHGLFDO�VHUYLFHV�´�����8�6�&����������,W�LV�QRW�HQRXJK�WKDW�WKH�

3HWLWLRQHU� HVWDEOLVK� WKDW� WKH� SRWHQWLDO� H[LVWV� IRU� D� 6WDWH� WR�
RSHUDWH� WKH� 0DLQH� 5[� 3URJUDP� LQ� D� PDQQHU� WKDW� ZRXOG�

LQWHUIHUH�ZLWK�&RQJUHVV¶�REMHFWLYHV��

3HWLWLRQHU¶V�DWWHPSW�WR�SUHYHQW�WKH�6WDWH�IURP�LPSOHPHQWLQJ�
WKH� 0DLQH� 5[� ODZ� LQ� RUGHU� WR� DGGUHVV� ³RQH� RI� WKH� VHULRXV�

>SXEOLF� KHDOWK@� SUREOHPV� RI� RXU� WLPH�´�3K50$�� ���� )��G� DW�

���� VKRXOG� QRW� EH� WUHDWHG� OLJKWO\�� � 3URWHFWLQJ� WKH� KHDOWK� DQG�
VDIHW\� RI� WKH� SXEOLF� LV� WUDGLWLRQDOO\� D� OHJLWLPDWH� UROH� RI�� DQG�

ZLWKLQ�WKH�DXWKRULW\�RI��WKH�6WDWH���+LOO�Y��&RORUDGR������8�6��

����� ���� ��������0HWURSROLWDQ� ,QV�� &R�� Y�� 0DVV��� ���� 8�6��
����������������� �³>7@KH�KLVWRULF�SROLFH�SRZHUV�RI�WKH�6WDWHV�

>DUH@�QRW�WR�EH�VXSHUFHGHG�E\�������)HGHUDO�$FW�XQOHVV�WKDW�>LV@�

WKH�FOHDU�DQG�PDQLIHVW�SXUSRVH�RI�&RQJUHVV�´��1HZ�<RUN�6WDWH�
&RQIHUHQFH�RI�%OXH�&URVV�DQG�%OXH�6KLHOG�3ODQV�Y��7UDYHOHUV�

,QVXUDQFH� &R��� ���� 8�6�� ����� ���� ������� �TXRWLQJ� 5LFH� Y��

6DQWD�)H�(OHYDWRU�&RUS�������8�6��������������������

7KH� 3HWLWLRQHU� KDV� IDLOHG� WR�PHHW� LWV� EXUGHQ�� �1RWKLQJ� RQ�

WKH� IDFH� RI� WKH� 0DLQH� 5[� VWDWXWH� PDNHV� LW� LPSRVVLEOH� WR�

LPSOHPHQW� ERWK� WKDW� ODZ� DQG� 0HGLFDLG� RU� IUXVWUDWHV� WKH�
REMHFWLYHV�RI�&RQJUHVV�XQGHU�WKH�0HGLFDLG�SURJUDP���
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%�� 0DLQH� 5[� 6HUYHV� D� 3XUSRVH� &RQVLVWHQW�:LWK�

0HGLFDLG���

7KH�6WDWH�DFWHG�ZLWKLQ�LWV�EURDG�VFRSH�RI�GLVFUHWLRQ�ZKHQ�LW�

HQDFWHG� WKH� 0DLQH� 5[� 3URJUDP� DQG�� LI� LPSOHPHQWHG�� WKH�

3URJUDP�ZLOO� EHQHILW�0HGLFDLG�� � ,QGHHG�� WKH�SXUSRVHV�RI� WKH�
WZR� ODZV� DUH� HQWLUHO\� FRQVLVWHQW�� � 7KH� SXUSRVH� RI� WKH�

0HGLFDLG� SURJUDP� LV� WR� HQDEOH� VWDWHV� WR� SURYLGH� PHGLFDO�

VHUYLFHV� WR� WKRVH� SHUVRQV� ZKRVH� ³LQFRPH� DQG� UHVRXUFHV� DUH�
LQVXIILFLHQW�WR�PHHW�WKH�FRVWV�RI�QHFHVVDU\�PHGLFDO�VHUYLFHV�´�

��� 8�6�&�� ������� ZKHUHDV� WKH� SXUSRVH� RI� WKH� 0DLQH� 5[�

3URJUDP� LV� WR�SURYLGH� ³JUHDWHU� DFFHVV� WR�SUHVFULSWLRQ�GUXJV´�
E\� PDNLQJ� WKHP� PRUH� DIIRUGDEOH� WR� XQLQVXUHG� RU�

XQGHULQVXUHG�SHUVRQV�� ����0�5�6�$������������ �7KH�LQDELOLW\�

RI� WKH� XQLQVXUHG� WR� SD\� IRU� WKHLU� SUHVFULSWLRQ� GUXJV�ZDV� WKH�
FOHDU�PRWLYH�IRU�HQDFWLQJ�WKH�0DLQH�5[�3URJUDP���³7KH\�KDYH�

WR� WDNH� WKH�SUHVFULSWLRQ�EDFN�� JR�KRPH�DQG�VD\�� µ,� MXVW� FDQ¶W�

KDYH�LW�ILOOHG�¶´��0H��/HJLV��5HF��6�������QG�5HJ��6HVV��������
�6WDWHPHQW�RI�6HQ��3LQJUHH����

0DLQH�5[�RIIHUV�D�EHQHILW� WR�D� WDUJHWHG�SRSXODWLRQ²WKRVH�

ZKR�PXVW�SD\�RXW�RI�WKHLU�RZQ�SRFNHW�IRU�SUHVFULSWLRQ�GUXJV���
$OWKRXJK�WKH�0DLQH�5[�$FW�GRHV�QRW�LPSRVH�DQ\�PHDQV�WHVW�

RQ� HQUROOHHV�� WKH� GH� IDFWR� EHQHILFLDULHV� RI� WKH� SURJUDP� DUH�

SHUVRQV�ZKR�DUH�XQLQVXUHG��XQGHULQVXUHG�DQG�QRW�HOLJLEOH�IRU�
0HGLFDLG�� � $Q\� SHUVRQ� ZKRVH� SUHVFULSWLRQ� GUXJ� FRVWV� DUH�

VXEVWDQWLDOO\� SDLG� E\� DQ� LQVXUHU�ZLOO� QRW� UHDOL]H� DQ\� VDYLQJV�

E\�HQUROOLQJ� LQ� WKH�0DLQH�5[�3URJUDP�� �7KRVH�SHUVRQV�ZLWK�
WKH� PRVW� VLJQLILFDQW� XQPHW� QHHG� IRU� DIIRUGDEOH� SUHVFULSWLRQ�

GUXJV²SULPDULO\�WKH�HOGHUO\�DQG�WKRVH�ZLWK�GHYDVWDWLQJ�DFXWH�

RU�FKURQLF�LOOQHVVHV²DUH�PRVW�OLNHO\�WR�HQUROO�LQ�WKH�SURJUDP���
7KLV� XVH� RI� QDWXUDO� WDUJHWLQJ� RIIHUV� DGYDQWDJHV� RYHU� ULJLG�

DOWHUQDWLYHV� VXFK� DV� D� PHDQV�WHVW�� � ,W� UHGXFHV� EXUHDXFUDWLF�

FRVWV� DQG� LQHIILFLHQFLHV�� UHQGHUV� HQUROOPHQW� HDV\��PLQLPL]HV�
VWLJPD�� DQG� LQFUHDVHV� IOH[LELOLW\� IRU� HQUROOHHV� ZLWK� YDU\LQJ�

LQFRPHV�DQG�KHDOWK�SUREOHPV��
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,I� D�EHQHILW� WR�0HGLFDLG�QHHG�EH�GLVFHUQHG�� WKH�0DLQH�5[�

3URJUDP�SURYLGHV�RQH���%\�PDNLQJ�GUXJV�PRUH�DIIRUGDEOH�WR�
SHUVRQV�ZLWKRXW�0HGLFDLG�RU�SULYDWH�LQVXUDQFH��0DLQH�5[�ZLOO�

GHFUHDVH�� RU� VORZ� WKH� UDWH� RI� LQFUHDVH� RI�� WKH� QXPEHU� RI�

0HGLFDLG�HQUROOHHV��WKHUHE\�FRQVHUYLQJ�UHVRXUFHV�IRU�H[LVWLQJ�
0HGLFDLG�EHQHILFLDULHV����

7KLV�HIIHFW� LV�UHSRUWHG�LQ� WKH�OLWHUDWXUH�RI� WKH�ILHOG�� �:KHQ�

SHRSOH� DUH� XQDEOH� WR� SXUFKDVH� QHFHVVDU\� PHGLFDWLRQV�� VNLS�
WKHLU� PHGLFDWLRQV� IRU� FRVW� UHDVRQV�� RU� FKRRVH� PHGLFDWLRQV�

RYHU�RWKHU�HVVHQWLDOV�IRU�WKHLU�KHDOWK��WKHLU�SK\VLFDO�FRQGLWLRQV�

DUH� OLNHO\� WR� ZRUVHQ�� DQG� WKH\� DUH�PRUH� OLNHO\� WR� EH� GULYHQ�
LQWR�SRYHUW\��KRVSLWDOV�DQG�QXUVLQJ�KRPHV�� �6HH��H�J���$II��RI�

9LROD�4XLULRQ� ���� �VWDWLQJ� WKDW�ZLWKRXW� WKH�SUHVFULSWLRQ�GUXJ�

5HODIHQ��WKDW�VKH�FDQ�LOO�DIIRUG��VKH�ZRXOG�ORVH�KHU�³DELOLW\�WR�
ZDON�LQ�D�YHU\�VKRUW�WLPH�DQG�ZRXOG�KDYH�WR�JR�LQWR�D�QXUVLQJ�

KRPH´�� �$GG�� RI� )LUVW� &LU�� $PLFL� %ULHI� DW� ���� 6WHYHQ� %��

6RXPHUDL�� 6F�'��� (IIHFWV� RI� 0HGLFDLG� 'UXJ�3D\PHQW� /LPLWV�

RQ� $GPLVVLRQ� WR� 1XUVLQJ� +RPHV�� ���� 1HZ� (QJO�� -�� 0HG��

�������������UHSRUWLQJ�WKDW� LQFUHDVHG�SUHVFULSWLRQ�GUXJ�FRVWV�

WR� IUDLO�� ORZ�LQFRPH�� HOGHUO\� SDWLHQWV� LQFUHDVHV� WKHLU� ULVN� RI�
LQVWLWXWLRQDOL]DWLRQ� LQ� QXUVLQJ� KRPHV� DQG� PD\� LQFUHDVH�

0HGLFDLG� FRVWV�� �)LUVW� &LU�� $PLFL� $SS�� DW� ������ 6WHYHQ� %��

6RXPHUDL�� 6F�'��� (IIHFWV� RI� /LPLWLQJ� 0HGLFDLG� 'UXJ�

5HLPEXUVHPHQW� %HQHILWV� RQ� WKH� 8VH� RI� 3V\FKRWURSLF� $JHQWV�

DQG� $FXWH� 0HQWDO� +HDOWK� 6HUYLFHV� E\� 3DWLHQWV� ZLWK�

6FKL]RSKUHQLD������1HZ�(QJO��-��0HG��������������UHSRUWLQJ�
WKDW� LQFUHDVHG� FRVWV� RI� SUHVFULSWLRQ� GUXJV� WR� ORZ�LQFRPH�

SDWLHQWV�ZLWK� FKURQLF�PHQWDO� LOOQHVVHV� FDQ� LQFUHDVH� WKHLU� XVH�

RI� DFXWH� PHQWDO� KHDOWK� VHUYLFHV� DQG� LQFUHDVH� FRVWV� WR� WKH�
JRYHUQPHQW���)LUVW�&LUFXLW�&RXUW�RI�$SSHDOV�$PLFXV�$SS��DW�

������ $O\FH� 6�� $GDPV�� 8VH� RI� $QWLK\SHUWHQVLYH� 'UXJV� E\�

0HGLFDUH� (QUROOHHV�� 'RHV� 7\SH� RI� 'UXJ� &RYHUDJH� 0DWWHU���
+HDOWK� $IIDLUV�� -DQ��)HE�� ����� �FRQFOXGLQJ� WKDW� JRYHUQPHQW�

VKRXOG� EH� TXLWH� FRQFHUQHG� DERXW� XQGHUXVH� RI� FOLQLFDOO\�

LPSRUWDQW� GUXJV� LQ� SDWLHQWV� ZLWKRXW� LQVXUDQFH� FRYHUDJH� RU�
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ZLWK�VHOI�SXUFKDVHG�FRYHUDJH�EHFDXVH�RI�LQFUHDVHG�OLNHOLKRRG�

RI�DGYHUVH�HYHQWV�����

8QGHUVWDQGDEO\�� ZKHQ� FRQVXPHUV� FDQQRW� DIIRUG� WKHLU�

PHGLFDWLRQV�� WKH\� GRQ¶W� FRPSO\� ZLWK� WKHLU� GRFWRUV¶�

LQVWUXFWLRQV�RQ�GRVHV��RU�WKH\�UHVRUW�WR�VKDULQJ�PHGLFDWLRQV�RU�
VHOI�SUHVFULELQJ� ZLWK� FKHDSHU� VXEVWLWXWLRQV�� � $II�� RI� 9LROD�

4XLULRQ� DW� ���� �VWDWLQJ� WKDW� VKH� LV� IRUFHG� WR� FXW� SLOOV� RU� VNLS�

GRVDJHV�LQ�RUGHU�WR�DIIRUG�KHU�PHGLFDWLRQV���$GG��RI�)LUVW�&LU��
$PLFL� %ULHI� DW� ���� $II�� RI� -RKQ� 0RUDQ� ���� �QRWLQJ� WKDW�

PHPEHUV� RI� KLV� JURXS� VNLS� GRVDJHV�� VKDUH� SUHVFULSWLRQV� RU�

GRQ¶W�ILOO�WKHLU�SUHVFULSWLRQV���$GG��RI�)LUVW�&LU��$PLFL�%ULHI�DW�
���� 3UREOHPV� :LWK� 3UHVFULSWLRQ� 'UXJV� +LJKHVW� $PRQJ�

(OGHUO\��$PHULFDQ�)DPLO\�3K\VLFLDQ��'HF��������QRWLQJ�QRQ�

FRPSOLDQFH� E\� HOGHUO\�ZLWK� WKHLU�PHGLFDWLRQV�� E\� QRW� WDNLQJ�
WKH�PHGLFDWLRQ��QRW�WDNLQJ�DW�WKH�SURSHU�WLPH�RU�LQ�WKH�SURSHU�

GRVH��VZDSSLQJ�GUXJV�ZLWK�IULHQGV��DQG�VHOI�SUHVFULELQJ�RYHU�

WKH�FRXQWHU�GUXJV���

7KH�8QLWHG�6WDWHV�DJUHHV�WKDW�0HGLFDLG�LV�OLNHO\�WR�EHQHILW�

IURP� PDNLQJ� SUHVFULSWLRQ� GUXJV� PRUH� DIIRUGDEOH� WR� QRQ�

0HGLFDLG�FRQVXPHUV���³$�SUHVFULSWLRQ�GUXJ�GLVFRXQW�IRU�QRQ�
0HGLFDLG� SRSXODWLRQV�� PDGH� SRVVLEOH� E\� HQFRXUDJLQJ�

PDQXIDFWXUHUV� WR� JLYH� UHEDWHV�� FRXOG� VLJQLILFDQWO\� GHFUHDVH�

WKH� FKDQFH� WKDW� VXFK� LQGLYLGXDOV� ZLOO� EHFRPH� 0HGLFDLG�
HOLJLEOH�DV�HLWKHU�FDWHJRULFDOO\�RU�PHGLFDOO\�QHHG\�LQGLYLGXDOV��

DQG� WKHUHE\� GUDLQ� WKH� 6WDWH¶V� VFDUFH� 0HGLFDLG� UHVRXUFHV�´��

%ULHI� IRU� WKH�8QLWHG�6WDWHV�DW�����VHH�JHQHUDOO\�%ULHI� IRU� WKH�
8QLWHG�6WDWHV�DW��������� �7KH�8QLWHG�6WDWHV¶�RQO\�REMHFWLRQV�

WR�WKH�0DLQH�5[�ODZ�DSSHDU�WR�EH�WKH�DEVHQFH�RI�D�PHDQV�WHVW�

DQG� D� EHOLHI� WKDW� VWDWHV� PXVW� REWDLQ� IHGHUDO� DSSURYDO� EHIRUH�
LPSOHPHQWLQJ�SURJUDPV�OLNH�0DLQH�5[��

�������������������������������������������������
�
3HWLWLRQHU FDQ KDUGO\ GLVDJUHH� ³7KH YDOXH RI QHZ DQG EHWWHU

PHGLFLQHV VWHPV QRW RQO\ IURP WKH LPSURYHG WUHDWPHQW RI GLVHDVH� EXW DOVR

IURP D UHGXFWLRQ LQ RWKHU KHDOWK FDUH FRVWV� LQFUHDVHG SURGXFWLYLW\ DQG

EHWWHU TXDOLW\ RI OLIH�´ 6HH 3K50$ ZHE VLWH DW ZZZ�SKUPD�RUJ�LVVXHV�

YDOXHPHGLFLQH�
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7KH�8QLWHG�6WDWHV�VHWV�WKH�EDU�WRR�KLJK���8QGHU�DQ�LPSOLHG�

SUHHPSWLRQ� FKDOOHQJH�� WKHUH� LV� QR� UHTXLUHPHQW� WKDW� WKH� VWDWH�
VWDWXWH�EHQHILW� WKH�IHGHUDO� ODZ�DW� LVVXH�� OHW�DORQH�EH�QDUURZO\�

WDLORUHG�WR�EHQHILW�WKDW�ODZ���

$� PHDQV� WHVW� ZLWKLQ� WKH� 0DLQH� 5[� 3URJUDP� ZRXOG� QRW�
LQFUHDVH� WKH� EHQHILW� WR�0HGLFDLG�� QRU� OHVVHQ� DQ\� EXUGHQ�� � ,I�

WKHUH�LV�DQ\�EXUGHQ�WR�0HGLFDLG�EHQHILFLDULHV�IURP�WKH�XVH�RI�

SULRU� DXWKRUL]DWLRQ� WR� REWDLQ� PDUNHW� OHYHUDJH� ZLWK� GUXJ�
PDQXIDFWXUHUV��ZKLFK�$PLFL�DVVHUW�WKHUH�LV�QRW���SUHFLVHO\�WKH�

VDPH� EXUGHQ� H[LVWV� LUUHVSHFWLYH� ZKHWKHU� WKH� 0DLQH� 5[�

3URJUDP�LV� WDUJHWHG� WR�D�PHDQV�WHVWHG�SRSXODWLRQ�RU�ZKHWKHU�
WKH� SURJUDP� LV� RI� EHQHILW� WR� DOO� XQLQVXUHG� RU� XQGHULQVXUHG�

0DLQH� UHVLGHQWV�� � 1RWKLQJ� LQ� WKH� UHFRUG� VXJJHVWV� WKDW� QRW�

LQFOXGLQJ� D�PHDQV� WHVW�ZLWKLQ�0DLQH�5[� UHVXOWV� LQ� D� JUHDWHU�
QHHG�IRU�SULRU�DXWKRUL]DWLRQ�XQGHU�0HGLFDLG���7KHUH�VLPSO\�LV�

QR�FRUUHODWLRQ�EHWZHHQ�WKH�DPRXQW�RI�EHQHILW�WR�WKH�XQLQVXUHG�

RU�XQGHULQVXUHG�QRQ�0HGLFDLG�SRSXODWLRQ�DQG� WKH�DPRXQW�RI�
LQFRQYHQLHQFH��LI�DQ\��WR�0HGLFDLG�EHQHILFLDULHV��

)XUWKHUPRUH�� ZKHQ� WKH� 8QLWHG� 6WDWHV� FRQWHQGV� WKDW� WKH�

0DLQH�5[�3URJUDP� LQVXIILFLHQWO\� WDUJHWV� D� QHHG\� SRSXODWLRQ�
IRU� DIIRUGDEOH� GUXJV�� LW� WDNHV� LQWR� FRQVLGHUDWLRQ� RQO\� KDOI� RI�

WKH�HTXDWLRQ²WKH� LQFRPH�VLGH²DQG�QRW� WKH�H[WHQW� WR�ZKLFK�

GUXJ� FRVWV� PD\� H[FHHG� WKH� DELOLW\� RI� PDQ\� WR� SD\�� � 7KH�
JURZWK� LQ� SUHVFULSWLRQ� GUXJ� XVH� DQG� FRVWV� LV� XQGHQLDEOH�� �$�

UHFHQW� VWXG\� IRXQG� WKDW� SHUVRQV� ZKR� VSHQG� ������� RU�PRUH�

SHU�\HDU�DUH�WKH�IDVWHVW�JURZLQJ�JURXS�DPRQJ�D�SRSXODWLRQ�RI�
LQVXUHG�HOGHUO\�� �+LJK��DQG�YHU\�KLJK�FRVW�HOGHUO\� WRRN�PRUH�

WKDQ� ��� SUHVFULSWLRQV� SHU� \HDU� RQ� DYHUDJH�� � &LQG\� 3DUNV��

*URZWK� LQ� 3UHVFULSWLRQ� 'UXJ� 6SHQGLQJ� $PRQJ� ,QVXUHG�

(OGHUV���8VH�RI�1HZHU�&ODVVHV�RI�0HGLFDWLRQV�0RYHV�(OGHUO\�

3HUVRQV�,QWR�+LJKHU�&RVW�*URXSV��+HDOWK�$IIDLUV��6HSW��2FW��

�������8QLQVXUHG�DQG�XQGHULQVXUHG�VHQLRUV�GR�QRW�KDYH�IHZHU�
SUHVFULSWLRQ�GUXJ�QHHGV��WKH\�RQO\�KDYH�D�OHVVHU�DELOLW\�WR�SD\���

7KH� IDFW� WKDW�0DLQH� KDV� LQLWLDWHG� DQRWKHU� GUXJ� DVVLVWDQFH�

SURJUDP�ZLWK� D�PHDQV� WHVW� �WKH�+HDOWK\�0DLQH� 3UHVFULSWLRQ�
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3URJUDP�� ZKLFK� SURJUDP� XVHV� 0HGLFDLG� GROODUV�� GRHV� QRW�

SODFH� WKH� 0DLQH� 5[� 3URJUDP� LQ� FRQIOLFW� ZLWK� 0HGLFDLG¶V�
REMHFWLYHV���0DLQH�ZRXOG�EH�XQZLVH�WR�UHO\�XSRQ�WKH�+HDOWK\�

0DLQH� 3UHVFULSWLRQ� 3URJUDP� DORQH� WR� DGGUHVV� WKH� 6WDWH¶V�

SXEOLF�KHDOWK�FULVLV��DV�3HWLWLRQHU�KDV� ILOHG�D�VHSDUDWH� ODZVXLW�
FKDOOHQJLQJ�WKH�OHJDOLW\�RI�WKDW�SURJUDP�DV�ZHOO���7KDW�FDVH�LV�

SHQGLQJ�LQ�WKH�'LVWULFW�RI�&ROXPELD�&LUFXLW�&RXUW�RI�$SSHDOV���

3KDUPDFHXWLFDO� 5HVHDUFK� DQG� 0IUV�� 2I� $P�� Y�� 7KRPSVRQ��
'RFNHW�1R����������� �0RUHRYHU�� WKH�HDVH�RI�HQUROOPHQW�DQG�

RWKHU� TXDOLWLHV� RI� WKH�0DLQH�5[� 3URJUDP�� LQ� DGGLWLRQ� WR� WKH�

SURJUDP¶V�KLJK�YLVLELOLW\��DUH�OLNHO\�WR�HQFRXUDJH�SDUWLFLSDWLRQ�
DPRQJ�SHUVRQV�ZKR�KDYH�QRW�HQUROOHG� LQ� WKH�+HDOWK\�0DLQH�

3URJUDP�� � ,Q� DQ\� FDVH�� QR� RQH� SURJUDP� ZLOO� DFKLHYH� ����

SHUFHQW�HQUROOPHQW�RI�HOLJLEOH�SDUWLFLSDQWV���6HH��H�J���+HQU\�-��
.DLVHU�)DPLO\�)RXQGDWLRQ��&DOLIRUQLD�6HQLRUV�DQG�3UHVFULS��

WLRQ� 'UXJV�� DW� �� ������� �ILQGLQJ� WKDW� OHVV� WKDQ� D� TXDUWHU� RI�

&DOLIRUQLD¶V� VHQLRU� FLWL]HQV� ZHUH� DZDUH� RI� 6WDWH¶V� GUXJ�
GLVFRXQW�SURJUDP�HQDFWHG�WZR�\HDUV�HDUOLHU���DYDLODEOH�RQOLQH�

DW�ZZZ�NII�RUJ��� � 0DLQH� ZLOO� EH� PRUH� VXFFHVVIXO� H[WHQGLQJ�

EHQHILWV�WR�WKH�XQLQVXUHG�LI�WKH\�DUH�JLYHQ�DOWHUQDWLYHV�� �7KDW�
LV�QRW�D�QRYHO�FRQFHSW�LQ�WKH�ZRUOG�RI�SULYDWH�LQVXUDQFH��RU�LQ�

WKH� ZRUOG� RI� RWKHU� EXVLQHVVHV�� DQG� VKRXOG� QRW� EH� VR� LQ� WKH�

DUHQD�RI�SXEOLF�KHDOWK���,Q�WKH�DEVHQFH�RI�D�QHFHVVDU\�REVWDFOH�
WR� &RQJUHVV¶� REMHFWLYHV� IRU�0HGLFDLG�� WKH� FKRLFH� RI� KRZ� WR�

IDVKLRQ�SURJUDPV�WR�EHVW�H[SDQG�XQLQVXUHG�FLWL]HQV¶�DFFHVV�WR�

DIIRUGDEOH�SUHVFULSWLRQ�GUXJV�LV�SURSHUO\�D�SROLF\�GHFLVLRQ�OHIW�
WR�WKH�6WDWH��WKURXJK�LWV�HOHFWHG�OHJLVODWXUH��

&�� 7KH� 8VH� RI� 3ULRU� $XWKRUL]DWLRQ� ,V� ([SUHVVO\�

3HUPLWWHG�E\�6WDWXWH��

7KH�XVH�RI�SULRU�DXWKRUL]DWLRQ�LV�QRW�D�KDUP�WR�EH�EDODQFHG�

DJDLQVW�WKH�EHQHILW�WR�0HGLFDLG�IURP�WKH�0DLQH�5[�3URJUDP���

,W� LQVWHDG� LV� DQ� DSSURSULDWH� WRRO� WKDW� &RQJUHVV� H[SUHVVO\�
SURYLGHG�WR�WKH�VWDWHV��DQG�ZKLFK�VWDWHV�KDYH�EURDG�DXWKRULW\�

WR�PDQDJH�IRU�WKHLU�SXUSRVHV���7KH�LVVXH�LV�QRW�ZKDW�&RQJUHVV�

LQWHQGHG� UHJDUGLQJ� WKH� XVH� RI� SULRU� DXWKRUL]DWLRQ�� EXW� ZKDW�
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DXWKRULW\� &RQJUHVV� H[SUHVVO\� JDYH� WKH� VWDWHV� WR� XVH� SULRU�

DXWKRUL]DWLRQ�� � $V� WKH� )LUVW� &LUFXLW� &RXUW� RI� $SSHDOV�
FRQFOXGHG�� WKH� 0HGLFDLG� VWDWXWH� GRHV� QRW� DSSHDU� FRQFHUQHG�

ZLWK� WKH� PRWLYDWLRQ� EHKLQG� WKH� VWDWHV¶� LPSRVLQJ� SULRU� DXWK�

RUL]DWLRQ���3K50$������)��G�DW������������

7KH� 0HGLFDLG� VWDWXWH� UHTXLUHV� VWDWHV� WR� ³SURYLGH� VXFK�

VDIHJXDUGV� DV�PD\�EH�QHFHVVDU\� WR� DVVXUH� WKDW� HOLJLELOLW\� IRU�
FDUH�DQG�VHUYLFHV�XQGHU�WKH�SODQ�ZLOO�EH�GHWHUPLQHG��DQG�VXFK�

FDUH� DQG� VHUYLFHV� ZLOO� EH� SURYLGHG�� LQ� D� PDQQHU� FRQVLVWHQW�

ZLWK�VLPSOLFLW\�RI�DGPLQLVWUDWLRQ�DQG�WKH�EHVW�LQWHUHVWV�RI�WKH�
UHFLSLHQWV��� �� �� �´� ����8�6�&���������D�������HPSKDVLV�DGGHG����

³$� 6WDWH� PD\� VXEMHFW� WR� SULRU� DXWKRUL]DWLRQ� DQ\� FRYHUHG�

RXWSDWLHQW� GUXJ´� SURYLGHG� WKDW� WKH� 6WDWH� LPSOHPHQWV� WZR�
VDIHJXDUGV�� ,G�� DW� �����U���G�����$�� �HPSKDVLV� DGGHG�� ����

KRXU�UHVSRQVH�WLPH�DQG����KRXU�HPHUJHQF\�VXSSO\���

3URYLGHG� WKHVH� VDIHJXDUGV� DUH� IROORZHG�� D� 6WDWH� GRHV� QRW�

DFW�FRQWUDU\�WR�WKH�EHVW�LQWHUHVW�RI�0HGLFDLG�EHQHILFLDULHV�DV�D�

ZKROH� E\� UHTXLULQJ� SULRU� DXWKRUL]DWLRQ� RI� VHOHFWHG� GUXJV���
0RUH� WR� WKH� SRLQW�� WKHUH� LV� QR� HYLGHQFH� LQ� WKH� UHFRUG� WR�

VXSSRUW� WKH� IDFLDO� FKDOOHQJH� WKDW� 0DLQH� QHFHVVDULO\� FDQQRW�

RSHUDWH� LWV�0HGLFDLG� SURJUDP�ZLWK� VXIILFLHQW� VDIHJXDUGV� IRU�
SULRU�DXWKRUL]DWLRQ�EHFDXVH�RI�WKH�0DLQH�5[�3URJUDP��

7KH� SODLQ� WH[W� RI� WKH� 0DLQH� 5[� ODZ� LQFRUSRUDWHV� 0HGL��
FDLG¶V�VDIHJXDUGV�E\�UHTXLULQJ�WKDW�SULRU�DXWKRUL]DWLRQ�EH�XVHG�

³DV�SHUPLWWHG�E\� ODZ�´� ����0�5�6�$������������ � ,Q�DGGLWLRQ��

WKH� VWDWXWH� UHTXLUHV� WKH� 'HSDUWPHQW� RI� +XPDQ� 6HUYLFHV� WR�
DGPLQLVWHU� WKH� 0DLQH� 5[� 3URJUDP� LQ� D� PDQQHU� WKDW� LV�

³DGYDQWDJHRXV� �� �� �� WR� WKH� HQUROOHHV´� LQ� 0DLQH¶V� 0HGLFDLG�

SURJUDP�DQG� WKDW�ZLOO� ³HQKDQFH� HIILFLHQF\´�RI� WKDW�SURJUDP���
,G��DW������������

7KH�DXWKRULW\�RI�D�6WDWH�WR�FKRRVH�DQ\�GUXJ�RU�DOO�GUXJV�IRU�
SULRU� DXWKRUL]DWLRQ� KDUGO\� FRXOG� EH�PRUH� FOHDU�� � 1RWKLQJ� LQ�

WKH� 0HGLFDLG� $FW� SURKLELWV� VWDWHV� IURP� XVLQJ� SULRU� DXWKRU��

L]DWLRQ�WR�LQFUHDVH�HIILFLHQFLHV��UHGXFH��RU�GHFUHDVH�WKH�UDWH�RI�
JURZWK� RI�� 0HGLFDLG� H[SHQGLWXUHV�� WR� IDYRU� RQH� EUDQG� RI�
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GUXJV�RYHU�DQRWKHU��DQG�WR�IDYRU�WKH�XVH�RI�JHQHULF�GUXJV�RYHU�

RWKHU� GUXJV��� � 6LJQLILFDQWO\�� ZKHQ� JDLQLQJ� WKHVH� HFRQRPLHV��
VWDWHV�DUH�QRW�REOLJDWHG�WR�GHYRWH�VDYLQJV��RU�DYRLGHG�FRVWV��WR�

H[WHQG�0HGLFDLG�SURJUDPV� WR�RWKHUV��RU� WR�H[SDQG� WKH� VFRSH�

RI�0HGLFDLG�EHQHILWV�WR�WKH�H[LVWLQJ�0HGLFDLG�SRSXODWLRQ��

,I�0DLQH�KDV�WKH�DXWKRULW\�WR�LPSRVH�SULRU�DXWKRUL]DWLRQ�IRU�

HYHU\� SUHVFULSWLRQ� GUXJ�� WKHQ� LW� VXUHO\� KDV� WKH� DXWKRULW\� WR�

LPSRVH� SULRU� DXWKRUL]DWLRQ� RQ� D� OHVVHU� QXPEHU� RI� GUXJV�� VR�
ORQJ�DV�0DLQH�FRPSOLHV�ZLWK�RWKHU�FRQGLWLRQV�RI�WKH�0HGLFDLG�

SURJUDP���,QGHHG��0DLQH�DOUHDG\�LPSRVHV��DV�GR�RWKHU�VWDWHV��

SULRU�DXWKRUL]DWLRQ�UHTXLUHPHQWV�IRU�QXPHURXV�GUXJV��

0DLQH� KDV� QHYHU� SURSRVHG²DQG� WKH�0DLQH� 5[� ODZ� GRHV�

QRW� UHTXLUH²D� UDGLFDO� DPRXQW� RI� SULRU� DXWKRUL]DWLRQ�� XQGHU�

DQ\� VFHQDULR�� � 8QGHU� UXOHV� SURSRVHG� E\� WKH� 6WDWH�� QRQ�
SDUWLFLSDWLRQ� E\� D� PDQXIDFWXUHU� LQ� WKH� 0DLQH� 5[� 3URJUDP�

PD\� WULJJHU� D� UHFRPPHQGDWLRQ� RI� WKDW� PDQXIDFWXUHU¶V� GUXJ�

IRU�SULRU�DXWKRUL]DWLRQ�WR�0DLQH¶V�0HGLFDLG�'UXJ�8WLOL]DWLRQ�
5HYLHZ� &RPPLWWHH�� DQ� DGYLVRU\� ERDUG� RI� SK\VLFLDQV� DQG�

SKDUPDFLVWV�� � 7KH�&RPPLWWHH�ZLOO�PDNH� WKH� ILQDO� GHWHUPLQ�

DWLRQ� DV� WR� SULRU� DXWKRUL]DWLRQ�� FRQVLVWHQW�ZLWK� WKH�0HGLFDLG�
ODZ� DQG� ³SDUWLFXODUO\� WKH� SULQFLSOH� WKDW� 0HGLFDLG� UHFLSLHQWV�

VKDOO�EH�DVVXUHG�DFFHVV�WR�DOO�PHGLFDOO\�QHFHVVDU\�SUHVFULSWLRQ�

GUXJV�´��$II��RI�.HYLQ�&RQFDQQRQ������-�$��DW��������������

,Q� DGGLWLRQ� WR� WKH�0DLQH�5[� ODZ¶V� H[SUHVV� SURYLVLRQ� WKDW�
SULRU� DXWKRUL]DWLRQ� EH� XVHG� RQO\� ³DV� SHUPLWWHG� E\� ODZ�´� ���

0�5�6�$�� ���������� 0DLQH¶V� &RPPLVVLRQHU� RI� +XPDQ�

6HUYLFHV�KDV� VDLG�E\� DIILGDYLW� LQ� WKLV�FDVH� WKDW� WKH�6WDWH�ZLOO�
QRW�YLRODWH�0HGLFDLG� UHTXLUHPHQWV� LQ� LWV�XVH�RI�SULRU�DXWKRU��

L]DWLRQ�� �³7KH�'HSDUWPHQW�ZLOO�QRW� LPSRVH�D�SULRU�DXWKRUL]D��

WLRQ� UHTXLUHPHQW� LQ� WKH� 0HGLFDLG� SURJUDP� �� �� �� ZKHUH� WKH�

�������������������������������������������������
�
1HZ +DYHQ /HJDO $VVLVWDQFH� )ORULGD /HJDO 6HUYLFHV� DQG 1DWLRQDO

+HDOWK /DZ 3URJUDP DUJXH DV $PLFL WKDW D EXUGHQ LV SODFHG RQ 0HGLFDLG

EHQHILFLDULHV E\ DQ\ XVH RI SULRU DXWKRUL]DWLRQ� ZKLFK XVH LV FOHDUO\

SHUPLWWHG E\ 0HGLFDLG� 7KRVH $PLFL ZRXOG OLNH WR UHDG SULRU DXWKRUL�

]DWLRQ RXW RI 0HGLFDLG DOWRJHWKHU� DQ LVVXH FOHDUO\ QRW EHIRUH WKH &RXUW�
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LPSRVLWLRQ� RI� VXFK� D� UHTXLUHPHQW� ZRXOG� FRQIOLFW� ZLWK� WKH�

UHTXLUHPHQWV� RI� WKH�0HGLFDLG� SURJUDP�� � 3ULRU� DXWKRUL]DWLRQ�
UHTXLUHPHQWV�ZLOO�QRW�EH�LPSOHPHQWHG�VR�DV�WR�SUHYHQW�0HGL��

FDLG� UHFLSLHQWV� IURP�REWDLQLQJ�PHGLFDOO\�QHFHVVDU\�SUHVFULS��

WLRQ�GUXJV�´� �$II��RI�.HYLQ�&RQFDQQRQ���� �-��$��DW�����������
1HLWKHU� ZLOO� WKH� 6WDWH� VXEMHFW� WR� SULRU� DXWKRUL]DWLRQ� ³DQ\�

VLQJOH�VRXUFH�GUXJ�WKDW�IXOILOOV�D�XQLTXH�WKHUDSHXWLF�IXQFWLRQ�´�

UHJDUGOHVV� RI� WKH�PDQXIDFWXUHU¶V� ODFN� RI� SDUWLFLSDWLRQ� LQ� WKH�
0DLQH� 5[� 3URJUDP�� � $II�� RI� 7LPRWK\� 6�� &OLIIRUG�� 0HGLFDO�

'LUHFWRU�IRU�WKH�0DLQH�%XUHDX�RI�0HGLFDO�6HUYLFHV�������-�$��

DW���������������

'�� 0DLQH¶V� 8VH� RI� 3ULRU� $XWKRUL]DWLRQ�+DV�1RW�

+DUPHG�%HQHILFLDULHV��

$FWXDO�H[SHULHQFH�UHEXWV� WKH�FRQWHQWLRQ�WKDW�SULRU�DXWKRUL��

]DWLRQ� PXVW� KDUP�0HGLFDLG� EHQHILFLDULHV� LQ�0DLQH�� � 0DLQH�
QRZ�UHTXLUHV�SULRU�DXWKRUL]DWLRQ�IRU����GUXJV�LQ�LWV�EDVLF�SULRU��

DXWKRUL]DWLRQ� SURJUDP� DQG� DQ� DGGLWLRQDO� ��� GUXJV� LI� GRVH�

FRQVROLGDWLRQ� SURWRFROV� DUH� QRW� IROORZHG�� XQFRQQHFWHG� ZLWK�
WKH� 0DLQH� 5[� 3URJUDP�� � 6HH� /HWWHU� IURP� &RQFDQQRQ� WR�

3UHVWRQ��2FW������������$PLFL�/RGJLQJ�DW�����

5HTXLULQJ� SULRU� DXWKRUL]DWLRQ� IRU� FHUWDLQ� GUXJV� KDV� QRW�

GHQLHG� 0HGLFDLG� EHQHILFLDULHV� QHFHVVDU\� PHGLFLQHV�� � $Q\�
0HGLFDLG� SDWLHQW� JLYHQ� D� SUHVFULSWLRQ� IRU� D� GUXJ� UHTXLULQJ�

SULRU�DXWKRUL]DWLRQ�LV�HQWLWOHG�WR�D����KRXU�VXSSO\��RU�D����GD\�

VXSSO\� LI� WKH� SUHVFULSWLRQ� LV� D� RQH�WLPH� ILOO� �QRW� HOLJLEOH� IRU�
UHILOO��� SULRU� WR� HVWDEOLVKLQJ� PHGLFDO� QHFHVVLW\� WKURXJK� WKH�

SULRU� DXWKRUL]DWLRQ� SURFHVV�� � ,G�� DW� ��� � ,Q� ����� DQG� WKH� ILUVW�

TXDUWHU�RI�������0DLQH�SDLG�IRU�QHDUO\������PLOOLRQ�RI�GUXJV�
LQ�DFFRUGDQFH�ZLWK�LWV����KRXU�����GD\�SROLF\���,G��DW����WRWDO�

XQGHU�KHDGLQJ�RI�³����6FULSW��´���

&ULWLFDO� LQGLFDWRUV� E\� ZKLFK� WKH� 6WDWH� PLJKW� GHWHFW�
SUREOHPV� ZLWK� SULRU� DXWKRUL]DWLRQ� VKRZ� WKDW� WKH� V\VWHP� LV�

RSHUDWHG� ZLWKRXW� GHPRQVWUDEOH� KDUP� WR� 0HGLFDLG� SDWLHQWV���

$OWKRXJK�0DLQH� LV� SHUPLWWHG� E\� WKH�0HGLFDLG� ODZ�XS� WR� ���
KRXUV� WR� UHVSRQG� WR� D� UHTXHVW� IRU� SULRU� DXWKRUL]DWLRQ�� WKH�
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6WDWH¶V� DYHUDJH� WLPH� WR� UHVSRQG� WR� D� SULRU� DXWKRUL]DWLRQ�

UHTXHVW� LQ� ����� ZDV� OHVV� WKDQ� WZR� KRXUV�� � ,G�� DW� ��� � 6LQFH�
0DLQH� H[SDQGHG� LWV� XVH� RI� SULRU� DXWKRUL]DWLRQ� LQ� ������ WKH�

QXPEHU� RI� 0HGLFDLG� FOLHQWV� EHLQJ� VHHQ� E\� GRFWRUV� LV� XS�

�LQGLFDWLQJ� WKDW� GRFWRUV� DUH� MXVW� DV� ZLOOLQJ� WR� VHH� 0HGLFDLG�
SDWLHQWV�DV�EHIRUH�SULRU�DXWKRUL]DWLRQ���WKH�QXPEHU�RI�DGYHUVH�

HYHQWV� LQYROYLQJ�0HGLFDLG�SDWLHQWV� LV�GRZQ��DQG�WKH�QXPEHU�

RI� KRVSLWDO� DGPLVVLRQV� RI� 0HGLFDLG� SDWLHQWV� LV� GRZQ�� � ,G���
DW������

7KH� XVH� RI� SULRU� DXWKRUL]DWLRQ� E\�0DLQH� DQG� RWKHU� VWDWHV��

ZKHWKHU� RU� QRW� LQ� FRQMXQFWLRQ� ZLWK� UHGXFLQJ� GUXJ� FRVWV� WR�
QRQ�0HGLFDLG�SRSXODWLRQV�� LV�QRW�DQ� H[WUDRUGLQDU\� DSSURDFK���

5DWKHU�� LW�PLUURUV�GUXJ�FRVW�PDQDJHPHQW� WHFKQLTXHV�XVHG�E\�

SULYDWH� LQVXUHUV� DQG� KHDOWK� PDLQWHQDQFH� RUJDQL]DWLRQV�� � &I���
5XWK� %�� 7LPP�� 1RWH�� 7KH� ,QWUDHQWHUSULVH� &RQVSLUDF\� 'RF��

WULQH�DQG� WKH�3KDUPDFHXWLFDO�%HQHILW�0DQDJHPHQW� ,QGXVWU\���

$�3URSRVHG�([FHSWLRQ�WR�WKH�&RSSHUZHOG�+ROGLQJ�����9DO��8��
/�� 5HY�� ����� ���� Q���� ������� �VWDWLQJ� WKDW� 3%0V� LQ� WKH�

SULYDWH� PDUNHW� VHOHFW� GUXJV� IRU� D� IRUPXODU\� EDVHG� RQ� WKH�

GUXJ¶V�SULFH��HIIHFWLYHQHVV��VDIHW\�DQG�VLGH�HIIHFWV��RSWLPDOO\�
VHOHFWLQJ� DV� WKH� ³EHVW´�GUXJ� WKDW�ZKLFK� LV� WKH�PRVW� HIIHFWLYH�

DQG�WKH�RQH�PRVW�UHDVRQDEO\�SULFHG���

7KH� 3HWLWLRQHU� LWVHOI� KDV� UHSRUWHG� WKLV� WUHQG�� � $� �����
LQGXVWU\�SURILOH�UHOHDVHG�E\�3HWLWLRQHU�VKRZHG�WKDW����SHUFHQW�

RI� +02V� XVH� IRUPXODULHV� LQ� ZKLFK� GUXJV� DUH� DSSURYHG� IRU�

SD\PHQW� EDVHG� RQ� FRVW�� VLGH�HIIHFWV� DQG� WKHUDSHXWLF� YDOXH���
0RUH�WKDQ�D�WKLUG�RI�+02V�DW�WKDW�WLPH�UHTXLUHG�SK\VLFLDQV�WR�

DGKHUH� WR� D� VHTXHQFH� RI� WUHDWPHQWV�� LQ� PRVW� FDVHV� VWDUWLQJ�

ZLWK� WKH� ORZHVW�FRVW� WKHUDS\�� � 3K50$� (\HV� 'HOLYHU\��

3D\PHQW� 0HWKRGV�� &KDLQ� 'UXJ� 5HYLHZ�� $SULO� ���� ������ DW�

5[�����'UXJV�WKDW�DUH�QRW�RQ�+02�IRUPXODULHV�DUH�VXEMHFWHG�

WR� SULRU� DXWKRUL]DWLRQ�� � )RU� WKRVH�PHGLFDWLRQV�� D� SUHVFULELQJ�
SK\VLFLDQ� PXVW� FRQWDFW� WKH� +02� SODQ� UHSUHVHQWDWLYH� WR�

UHTXHVW�DQ�H[FHSWLRQ�EHIRUH�WKH�+02�ZLOO�SURYLGH�FRYHUDJH���

8QLWHG�6WDWHV�*HQHUDO�$FFRXQWLQJ�2IILFH��3UHVFULSWLRQ�'UXJ�
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%HQHILWV��,PSDFW�RI�0HGLFDUH�+02V¶�8VH�RI�)RUPXODULHV�RQ�

%HQHILFLDULHV�� *$2�7�+(+6��������� -XO\� ���� ������ DW� ��
�6WDWHPHQW� RI� :LOOLDP� -�� 6WDQWRQ� EHIRUH� WKH� 6SHFLDO�

&RPPLWWHH� RQ� $JLQJ�� 8�6�� 6HQDWH�� �DYDLODEOH� RQOLQH� DW�

ZZZ�JDR�JRY���

7KH�6WDWH�VKRXOG�QRW�EH�IDXOWHG�IRU�DGRSWLQJ�WKH�SUHYDLOLQJ�

PDUNHW�PHFKDQLVP�IRU�FRVW�FRQWDLQPHQW²SULRU�DXWKRUL]DWLRQ�

²LQ� LWV� DWWHPSW� WR�PDNH� SUHVFULSWLRQ� GUXJV�PRUH� DIIRUGDEOH��
WR� LWV� XQLQVXUHG� DQG� XQGHULQVXUHG� UHVLGHQWV�� � 3RROLQJ� WKH�

6WDWH¶V�0HGLFDLG�SRSXODWLRQ�ZLWK�LWV�XQLQVXUHG�SRSXODWLRQ�WR�

VWUHQJWKHQ� WKH� 6WDWH¶V� EDUJDLQLQJ� SRVLWLRQ� YLV�j�YLV� GUXJ�
PDQXIDFWXUHUV�PDNHV�JRRG�HFRQRPLF�DQG�ILVFDO�VHQVH��

7KH� 8QLWHG� 6WDWHV� DJUHHV� WKDW� XVLQJ� SULRU� DXWKRUL]DWLRQ�

XQGHU� 0HGLFDLG� WR� PDNH� GUXJV� PRUH� DIIRUGDEOH� WR� QRQ�
0HGLFDLG� SRSXODWLRQV� FDQ� IXUWKHU� WKH� SXUSRVHV� RI�0HGLFDLG���

%ULHI� IRU� WKH� 8QLWHG� 6WDWHV� DW� ������� � $OWKRXJK� WKH� 8QLWHG�

6WDWHV� IDXOWV�0DLQH� IRU� QRW� REWDLQLQJ� IHGHUDO� DSSURYDO� IRU� D�
0HGLFDLG� SODQ� DPHQGPHQW� EHIRUH� LPSOHPHQWLQJ� WKH� 0DLQH�

5[�3URJUDP��LW�FRQFHGHV�WKDW�WKDW�LVVXH�LV�QRW�SURSHUO\�EHIRUH�

WKLV� &RXUW�� � %ULHI� IRU� WKH� 8QLWHG� 6WDWHV� DW� ���� Q����� � 7KH�
3HWLWLRQHU�GLG�QRW�EDVH� LWV�FKDOOHQJH�RQ� WKDW�JURXQG�RU�DUJXH�

WKDW�LVVXH�LQ�WKH�SURFHHGLQJV�EHORZ���7KHUHIRUH��WKH�LVVXH�QHHG�

QRW�EH�DGGUHVVHG�E\�WKLV�&RXUW���6HH�3DWHUVRQ�Y��0F/HDQ������
8�6�������������������

,,�� 0$,1(¶6� 86(� 2)� ,76� 0$5.(7� 32:(5� 72�

1(*27,$7(� 5(%$7(6� )25� 0$,1(� 5;�

(152//((6� '2(6� 127� ,17(5)(5(� :,7+�

,17(567$7(�&200(5&(��

7KH�)LUVW�&LUFXLW�ZDV�FRUUHFW�LQ�KROGLQJ�WKDW�WKH�0DLQH�5[�
3URJUDP� ³UHSUHVHQWV� D� QRYHO� OHJLVODWLYH� DSSURDFK� WR� RQH� RI�

WKH�VHULRXV�SUREOHPV�RI�RXU�WLPH´�E\�HPSRZHULQJ�WKH�6WDWH�WR�

QHJRWLDWH�UHEDWHV�IRU�HQUROOHHV�ZLWKRXW�UHJXODWLQJ�WUDQVDFWLRQV�
EHWZHHQ� SKDUPDFHXWLFDO� PDQXIDFWXUHUV� DQG� ZKROHVDOHUV� RU�

LPSRVLQJ� H[FHVVLYH� LQFLGHQWDO� EXUGHQV� RQ� LQWHUVWDWH� FRP�

PHUFH���3K50$������)��G�DW�������DQG�����
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&RPPHUFH� &ODXVH� DQDO\VLV� SODFHV� VXEVWDQFH� RYHU� IRUP��

³HVFKHZ>LQJ@�IRUPDOLVP�IRU�D�VHQVLWLYH�FDVH�E\�FDVH�DQDO\VLV�
RI�SXUSRVHV�DQG�HIIHFW´�RI�WKH�FKDOOHQJHG�VWDWXWH���:HVW�/\QQ�

&UHDPHU\� Y�� +HDO\�� ���� 8�6�� ����� ���� ������� �HPSKDVLV�

DGGHG��� �7KH�SXUSRVH�RI� WKH�0DLQH�5[�3URJUDP� LV� WR� UHGXFH�
WKH� FRVW� RI� SUHVFULSWLRQ� GUXJV� IRU� XQLQVXUHG� FLWL]HQV� E\�

SURYLGLQJ� WKH� VDPH� SKDUPDFHXWLFDO� EHQHILWV� PDQDJHPHQW�

�3%0��VHUYLFHV�XVHG�E\�SULYDWH�VHFWRU�3%0V�WR�UHGXFH�FRVWV�
WR� RWKHU� VHJPHQWV� RI� WKH�PDUNHW�� � 7KH� HIIHFW� LV� WR�PD[LPL]H�

WKH� 6WDWH¶V� EDUJDLQLQJ� SRZHU� YLV�j�YLV� GUXJ� PDQXIDFWXUHUV�

GHVLULQJ�DFFHVV�WR�WKH�0DLQH�5[�DQG�0DLQH�0HGLFDLG�PDUNHWV�
²PDUNHWV� XQVHUYHG� RU� XQGHUVHUYHG� E\� SULYDWH� 3%0V�� � ,I� D�

PDQXIDFWXUHU�HOHFWV� WR�QRW�QHJRWLDWH�ZLWK�WKH�6WDWH�� WKH�6WDWH�

PD\� UHDFW� E\� VKLIWLQJ� LWV� PDUNHW� VKDUH� DZD\� IURP� WKDW��
PDQXIDFWXUHU¶V� SURGXFWV�� � 7KH� HIIHFW� LV� WKH� VDPH� UHJDUGOHVV��

RI� ZKHUH� WKH� PDQXIDFWXUHU� LV� ORFDWHG� RU� KRZ� LW� VWUXFWXUHV��

LWV� FKDLQ� RI� FRPPHUFH� IRU� SURGXFWV� GHVWLQHG� IRU� WKH��
0DLQH�PDUNHW��

0DLQH¶V�XVH�RI�LWV�UROH�DV�WKH�3%0�DQG�SD\RU�IRU�0HGLFDLG�

UHFLSLHQWV�WR�OHYHUDJH�EHWWHU�SULFHV�IRU�0DLQH�5[�SDUWLFLSDQWV�
GRHV� QRW� LPSHGH� LQWHUVWDWH� FRPPHUFH�� GRHV� QRW� GLVWLQJXLVK�

EHWZHHQ�LQWHUVWDWH�DQG�LQWUDVWDWH�PDQXIDFWXUHUV��DQG�GRHV�QRW�

KDYH� WKH� SUDFWLFDO� HIIHFW� RI� FRQWUROOLQJ� SUHVFULSWLRQ� GUXJ�
SULFHV�LQ�RWKHU�VWDWHV�� �7KLV�VLPSO\�LV�QRW�WKH�W\SH�RI�DFWLYLW\�

WKDW� WKH� &RPPHUFH� &ODXVH� ZDV� LQWHQGHG� WR� UHDFK�� � ³7KH�

GRUPDQW�&RPPHUFH�&ODXVH�SURKLELWV�SURWHFWLRQLVW�VWDWH�UHJX��
ODWLRQ�GHVLJQHG�WR�EHQHILW� LQ�VWDWH�HFRQRPLF�LQWHUHVWV�E\�EXU��

GHQLQJ�RXW�RI�VWDWH�FRPSHWLWRUV�´��*UDQW¶V�'DLU\�0DLQH��//&�

Y�� &RPPLVVLRQHU� RI� 0DLQH� 'HS¶W� RI� $JULF��� )RRG� 	� 5XUDO�

5HVRXUFHV������)��G���������VW�&LU��������� �7KHUH� LV�QR�SUR��

WHFWLRQLVP�DW�ZRUN�KHUH�� WKHUH� LV�RQO\�WKH�6WDWH¶V�FRPSHOOLQJ�

LQWHUHVW� LQ� VDIHJXDUGLQJ� WKH� KHDOWK� DQG� ZHOIDUH� RI� LWV� RZQ�
UHVLGHQWV�� � ,QGHHG�� EHFDXVH� WKH� FKDOOHQJHG� VWDWXWH� HPSRZHUV�

WKH�6WDWH� WR� DFW� DV� D�PDUNHW� SDUWLFLSDQW²QRW� D� UHJXODWRU²WR�

DFKLHYH� LWV� JRDOV�� LWV� DFWLYLWLHV�XQGHU� WKH�0DLQH�5[�3URJUDP�
DUH�QRW�OLPLWHG�E\�WKH�GRUPDQW�&RPPHUFH�&ODXVH��
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$�� 7KH� 0DLQH� 5[� 3URJUDP� 'RHV� 1RW� 5HJXODWH�

2XW�RI�6WDWH�7UDQVDFWLRQV��

$� VWDWH� ODZ� DIIHFWLQJ� WUDQVDFWLRQV� RFFXUULQJ� RXWVLGH� RI� LWV�

ERUGHUV�IRU�SURGXFWV�FOHDUO\�GHVWLQHG�IRU�LWV�PDUNHW�VKRXOG�QRW�

EH�WUHDWHG�DV�SHU�VH�LQYDOLG�XQOHVV�WKH�ODZ�KDV�WKH�VDPH�HIIHFW�
DV� D� WDULII²WKDW� LV�� LI� WKH� ODZ� JLYHV� DQ� DGYDQWDJH� WR� WKH�

HQDFWLQJ� VWDWH¶V� LQGXVWULHV� RU� GHVWUR\V� D� FRPSHWLWLYH� HGJH�

HQMR\HG�E\�RXW�RI�VWDWH� LQGXVWULHV��RU�KDV� WKH�SUDFWLFDO� HIIHFW�
RI� UHJXODWLQJ� SULFHV� LQ� RWKHU� VWDWHV¶� PDUNHWV�� � :HVW� /\QQ�

&UHDPHU\������8�6��DW��������������%DOGZLQ�Y��*�$�)��6HHOLJ��

,QF��� ���� 8�6�� ����� ���� �������� � 7KH� 0DLQH� 5[� 3URJUDP��
GRHV�QHLWKHU��

7KH� FKDOOHQJHG� VWDWXWH� GRHV� QRW� UHJXODWH� PDQXIDFWXUHU�

GLVWULEXWRU� WUDQVDFWLRQV�� EH� WKH\� LQ�VWDWH� RU� RXW�RI�VWDWH���
,QVWHDG�� WKH� ODZ� HPSRZHUV� WKH� 6WDWH� WR� QHJRWLDWH� YROXQWDU\�

UHEDWHV� IURP�PDQXIDFWXUHUV� ZKHQ� WKHLU� SURGXFWV� DUH� VROG� DW�

WKH� UHWDLO� OHYHO� WR�0DLQH�FRQVXPHUV�ZKR�HQUROO� LQ� WKH�0DLQH�
5[� 3URJUDP��� � :KHWKHU� DQ\� JLYHQ� PDQXIDFWXUHU�GLVWULEXWRU�

WUDQVDFWLRQ�UHPDLQV�WKH�VDPH�RU�FKDQJHV��QRWKLQJ�RQ�WKH�IDFH�

RI� WKH� 0DLQH� 5[� ODZ� PDNHV� LW� GR� HLWKHU�� � ³>$@� VWDWXWH� KDV�
H[WUDWHUULWRULDO�UHDFK�ZKHQ�LW�QHFHVVDULO\�UHTXLUHV�RXW�RI�VWDWH�

FRPPHUFH� WR� EH� FRQGXFWHG� DFFRUGLQJ� WR� LQ�VWDWH� WHUPV�´��

&RWWR�:D[R�&R��Y��:LOOLDPV�����)��G������������WK�&LU��������
�ILQGLQJ� WKDW� 0LQQHVRWD� VWDWXWH� SURKLELWLQJ� WKH� VDOH� RI� D�

SURGXFW�GLG�QRW�YLRODWH�WKH�LQWHUVWDWH�FRPPHUFH�FODXVH����/LNH�

WKH� 0LQQHVRWD� VWDWXWH� DW� LVVXH� LQ� &RWWR� :D[R�� WKH� 0DLQH�
VWDWXWH� LV� LQGLIIHUHQW� WR� WKH� WHUPV� RI� PDQXIDFWXUHU� VDOHV� WR�

GLVWULEXWRUV��RU�ZKHUH�WKRVH�VDOHV�RFFXU���

7KH� UHEDWHV� QHJRWLDWHG� XQGHU� WKH� 0DLQH� 5[� ODZ� GR� QRW�
QHFHVVDULO\� FKDQJH� WKH� SULFH� WKDW� D� ZKROHVDOHU� SD\V� D�

�������������������������������������������������
�
3HWLWLRQHU OLNHQLQJ WKH VWDWXWH¶V HIIHFWV WR D GXW\ DOVR LJQRUHV WKH

YROXQWDU\ FKDUDFWHU RI WKH SURJUDP DQG WKH QHJRWLDWLQJ SURFHVV WRZDUG

SDUWLFLSDWLRQ� 3DUWLFLSDWLRQ E\ PDQXIDFWXUHUV LV QRW PDQGDWRU\� ,W LV

ZRUWK QRWLQJ WKDW 3HWLWLRQHU GLG QRW EULQJ D FODLP WKDW WKH 0DLQH VWDWXWH

YLRODWHV WKH &RQVWLWXWLRQDO SURKLELWLRQ RQ VWDWHV LPSRVLQJ D GXW\�
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PDQXIDFWXUHU� IRU� LWV� SURGXFWV�RU�RWKHUZLVH�GLFWDWH� DQ\� WHUPV�

RI� WKH� WUDQVDFWLRQ�� � ,Q� IDFW�� WKH� UHFRUG� LV� GHYRLG� RI� DQ\�
HYLGHQFH� WR� VXSSRUW� D� FRQFOXVLRQ� DV� WR� DQ\� HIIHFW� RQ� WKH��

SULFH�RU�SURILWDELOLW\�RI�PDQXIDFWXUHU�ZKROHVDOHU�WUDQVDFWLRQV���

,QFUHDVHG�PDUNHW�VKDUH�PD\�DFWXDOO\�LPSURYH�WKH�SURILWDELOLW\�
RI�D�PDQXIDFWXUHU�WKDW�QHJRWLDWHV�D�0DLQH�5[�UHEDWH�ZLWK�WKH�

6WDWH�� DW� WKH� H[SHQVH� RI� D� PDQXIDFWXUHU� WKDW� GRHV� QRW�� RU� LW�

PD\�KDYH�QR�HIIHFW�ZKDWVRHYHU���6HH�3K50$������)��G�DW����
�.HHWRQ��-���FRQFXUULQJ���$QGUHZ�6��.UXOLZLFK��7KH�5HVSRQVH�

WR� +HDOWK� &DUH� 5HIRUP� E\� WKH� 3KDUPDFHXWLFDO� ,QGXVWU\�� ���

)RRG�	�'UXJ�/�-����������������,W�LV�QRW�WKH�UROH�RI�WKH�FRXUWV�
WR� VSHFXODWH� ZKHWKHU� D� PDQXIDFWXUHU¶V� SURILWV� PD\� EH�

DGYHUVHO\� DIIHFWHG�� QRU� GRHV� WKH�&RPPHUFH�&ODXVH� H[WHQG� D�

FRQVWLWXWLRQDO�SURWHFWLRQ�WR�WKH�SURILWDELOLW\�RU�PDUNHW�VKDUH�RI�
DQ\�LQGLYLGXDO�PDQXIDFWXUHU���6HH�([[RQ�&RUS��Y��*RYHUQRU�RI�

0G��� ���� 8�6�� ����� ���� ������� �KROGLQJ� WKHUH� LV� QR� &RP��

PHUFH� &ODXVH� YLRODWLRQ� ³VLPSO\� EHFDXVH� DQ� RWKHUZLVH� YDOLG�
UHJXODWLRQ� FDXVHV� VRPH� EXVLQHVV� WR� VKLIW� IURP� RQH� LQWHUVWDWH�

VXSSOLHU�WR�DQRWKHU´���

0DQXIDFWXUHU�GLVWULEXWRU�VDOHV�RI�SUHVFULSWLRQ�GUXJV�DUH�MXVW�
RQH�OLQN�LQ�WKH�FKDLQ�RI�FRPPHUFH�RI�SURGXFWV�ERXQG�IRU�WKH�

0DLQH�PDUNHW�� �:KHUH� WKRVH� LQLWLDO� VDOHV� WDNH� SODFH� LV� LUUHO��

HYDQW� WR�DQ\�GRUPDQW�&RPPHUFH�&ODXVH�DQDO\VLV��VR�ORQJ�DV�
DOO� FRPSDUDEOH� WUDQVDFWLRQV� DUH� WUHDWHG� HTXDOO\�� � 6HH�� H�J���

&RQVROLGDWHG�&LJDU�&RUS��Y��5HLOO\������)��G����������� ��VW�

&LU�� ������ �XSKROGLQJ� FLJDU� DGYHUWLVLQJ� UHJXODWLRQV� WR� WKH�
H[WHQW� WKDW� WKH\� DUH� OLPLWHG� WR� WKH� 0DVVDFKXVHWWV� PDUNHW��

GHVSLWH�LPSDFW�RQ�RXW�RI�VWDWH�PDQXIDFWXUHUV���$VVRFLDWLRQ�RI�

,QW¶O�$XWR��0IJV��Y��$EUDPV�����)��G������������QG�&LU��������
�1HZ�<RUN� ODZ� UHTXLULQJ� YHKLFOH� ³EXPSHU� TXDOLW\´� VWLFNHUV�

DIIHFWLQJ�RXW�RI�VWDWH�PDQXIDFWXUHUV�QRW�D�SHU�VH�YLRODWLRQ�RI�

WKH�&RPPHUFH�&ODXVH���7R\�0IUV��RI�$P��Y��%OXPHQWKDO������
)��G�������QG�&LU���������KROGLQJ�WKDW�VWDWH�ODZ�UHTXLULQJ�WR\�

VDIHW\�ODEHOV�LV�QRW�SHU�VH�LQYDOLG�GHVSLWH�HIIHFW�RQ�RXW�RI�VWDWH�

PDQXIDFWXUHUV��� 6WDWH� RI� 1HZ� <RUN� Y�� %URZQ�� ���� )��6XSS��
����� �������� �'�1�-�� ������ �XSKROGLQJ� 1HZ� -HUVH\� PLON�
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SULFLQJ� VFKHPH� GHVSLWH� HIIHFW� RQ� SURGXFHU�GLVWULEXWRU� VDOHV�

WDNLQJ�SODFH�LQ�1HZ�<RUN���

7R� KROG� RWKHUZLVH� ZRXOG� EH� WR� ³DOORZ� PDQXIDFWXUHUV� WR�

DYRLG� VWDWH� UHJXODWLRQ�� XQGHU� WKH� JXLVH�RI�&RPPHUFH�&ODXVH�

SURWHFWLRQ�� WKURXJK� PDUNHWLQJ� GHFLVLRQV� WKDW� WKH� PDQXIDF��
WXUHUV� WKHPVHOYHV� FUHDWH�� SURPRWH�� DQG� FRQWURO�´� � /RULOODUG�

7REDFFR�&R��Y��5HLOO\�����)��6XSS���G���������������'��0DVV��

������� DII¶G� LQ� SDUW� DQG� UHY¶G� LQ� SDUW� RQ� RWKHU� JURXQGV��
&RQVROLGDWHG�&LJDU�&RUS�������)��G�����VHH�DOVR�%URZQ������

)��6XSS��DW�����Q�����VWDWLQJ�WKDW�&RXUW�VKRXOG�QRW�HQFRXUDJH�

³VXEWHUIXJH´� RI� SHUPLWWLQJ� PLON� SURGXFHUV� WR� HYDGH� 1HZ�
-HUVH\�UHJXODWLRQV�E\�WUDQVIHUULQJ�RZQHUVKLS�RI�PLON�SURGXFWV�

LQ�1HZ�<RUN����,QGHHG��VRPH�RI�WKH�QDWLRQ¶V�ODUJHVW�SUHVFULS��

WLRQ�GUXJ�PDQXIDFWXUHUV��LQFOXGLQJ�6PLWK.OLQH�%HHFKDP�DQG�
%ULVWRO�0\HUV� 6TXLEE�� VZLWFKHG� IURP� LQ�VWDWH� GLVWULEXWRUV� WR�

RXW�RI�VWDWH�GLVWULEXWRUV� LQ�DQWLFLSDWLRQ�RI� WKLV� OLWLJDWLRQ�� �6HH�

'UXJ�0DNHU�)LUHV�%DFN�DW�0DLQH��1HZ�<RUN�7LPHV��$XJ�����
������)LUVW�&LU��$PLFL�$SS��DW�������(G�6LOYHUPDQ��0DLQH¶V�

5DGLFDO�5[�� �5XUDO�6WDWH�)LQGV� ,WVHOI�)URQW�DQG�&HQWHU� LQ�D�

1DWLRQDO�'HEDWH��1HZDUN�6WDU�/HGJHU��2FW�����������)LUVW�&LU��
$PLFL�$SS��DW�������

,Q� HVVHQFH�� RXW�RI�VWDWH� GUXJ� PDQXIDFWXUHUV� VHQGLQJ� WKHLU�

SURGXFWV� WR�0DLQH� IRU� UHWDLO� VDOH� VHHN� WR� XVH� WKH�&RPPHUFH�
&ODXVH� WR� VHFXUH�PRUH� IDYRUDEOH� WUHDWPHQW� WKDQ� D�PDQXIDF��

WXUHU� ORFDWHG� ZLWKLQ� 0DLQH� ZRXOG� EH� HQWLWOHG� WR� XQGHU� WKH�

0DLQH� 5[� ODZ�� � 7KH� PDQXIDFWXUHUV� KDYH� FRQFHGHG� WKDW� WKH�
VWDWXWH� FDQ� FRQVWLWXWLRQDOO\� UHDFK� LQ�VWDWH�PDQXIDFWXUHUV� DQG�

HYHQ� RXW�RI�VWDWH� PDQXIDFWXUHUV� ZKR� VHOO� WR� LQ�VWDWH� GLVWULE��

XWRUV�� DEVHQW� DQ\� LOOHJDO� EHQFKPDUNLQJ�� � 7UDQVFULSW���
+HDULQJ� RQ� 3UHOLPLQDU\� ,QMXQFWLRQ� �'�� 0H��� 2FW�� ���� �������

�-�� $�� DW� ��������� �:KDW� WKH� PDQXIDFWXUHUV� VHHN�� WKHQ�� LV�

LPPXQLW\� IURP� VWDWH� UHJXODWLRQ� EDVHG� VROHO\� XSRQ� WKH� VLWXV��
RI� WKHLU� WUDQVDFWLRQV� ZLWK� GLVWULEXWRUV�� � 6XFK� D� ULJLG� LQWHU��

SUHWDWLRQ� RI� WKH� GRUPDQW� &RPPHUFH� &ODXVH� ZRXOG� HQDEOH�

PDQXIDFWXUHUV� WR� HYDGH� WKH� RWKHUZLVH� YDOLG� H[HUFLVH� RI� D�
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VWDWH¶V� DXWKRULW\� WR� SURWHFW� WKH� KHDOWK� DQG� ZHOIDUH� RI� LWV�

FLWL]HQU\��DQG�VKRXOG�QRW�EH�WROHUDWHG��

6LPLODUO\��WKHUH�LV�QR�HYLGHQFH�LQ�WKH�UHFRUG�WR�VXJJHVW�WKDW�

WKH� 0DLQH� 5[� ODZ� ZLOO� KDYH� WKH� HIIHFW� RI� FRQWUROOLQJ�

SUHVFULSWLRQ�GUXJ�SULFHV�FKDUJHG�WR�FRQVXPHUV�LQ�RWKHU�VWDWHV���
0DLQH¶V�VWDWXWH�LV�HDVLO\�GLVWLQJXLVKHG�IRUP�WKH�,OOLQRLV�ODZ�DW�

LVVXH�LQ�(GJDU�Y��0LWH������8�6�������������������WKDW�GLUHFWO\�

UHJXODWHG� EXVLQHVV� WDNHRYHUV� RFFXUULQJ� RXWVLGH� WKH� VWDWH�� WKH�
&RQQHFWLFXW�VWDWXWH� LQ�+HDO\�Y��%HHU� ,QVWLWXWH������8�6�������

������� ������� WKDW� SUHYHQWHG� EUHZHUV� IURP� FRPSHWLWLYHO\�

SULFLQJ�WKHLU�SURGXFWV�LQ�0DVVDFKXVHWWV��WKH�1HZ�<RUN�VWDWXWH�
LQ�%URZQ�)RUPDQ�'LVWLOOHUV�&RUS���Y��1HZ�<RUN�6WDWH�/LTXRU�

$XWK�������8�6�������������������WKDW�SUHYHQWHG�GLVWLOOHUV�ZKR�

KDG� SRVWHG� SULFHV� LQ� 1HZ� <RUN� IURP� FKDQJLQJ� WKHLU� SULFH�
HOVHZKHUH�� RU� WKH�1HZ�<RUN� VWDWXWH� LQ�%DOGZLQ������8�6�� DW�

���� �������� WKDW� SURMHFWHG� LWV� OHJLVODWLRQ� LQWR� 9HUPRQW� E\�

UHJXODWLQJ�WKH�SULFH�WR�EH�SDLG�IRU�PLON�DFTXLUHG�WKHUH��

1HLWKHU�LV�WKHUH�DQ\�W\LQJ�RI�WKH�SULFHV�FKDUJHG�LQ�0DLQH�WR�

WKH�0HGLFDLG� SULFH�� �7KH�&RPPLVVLRQHU� LV� LQVWUXFWHG� E\� WKH�

VWDWXWH� RQO\� WR� XVH� KLV� ³EHVW� HIIRUWV´� WR� QHJRWLDWH� DQ� LQLWLDO�
UHEDWH�³HTXDO�WR�RU�JUHDWHU�WKDQ�WKH�UHEDWH�FDOFXODWHG�XQGHU�WKH�

0HGLFDLG�SURJUDP�´�DQG�ODWHU�UHEDWHV�³HTXDO�WR�RU�JUHDWHU�WKDQ�

WKH� DPRXQW� RI� DQ\� GLVFRXQW�� UHEDWH� RU� SULFH� UHGXFWLRQ� IRU�
SUHVFULSWLRQ�GUXJV�SURYLGHG�WR�WKH�)HGHUDO�*RYHUQPHQW�´�����

0�5�6�$������������%��DQG��&����%HVW�HIIRUWV�WR�QHJRWLDWH�GR�

QRW�ULVH�WR�WKH�OHYHO�RI�SULFH�W\LQJ��

7KH�PDQXIDFWXUHUV¶�UHDO�FRQFHUQ�KHUH�LV�QRW�D�EXUGHQ��RU�D�

ULVN� RI� D� EXUGHQ�� WR� LQWHUVWDWH� FRPPHUFH�� HLWKHU� E\� 0DLQH�

DORQH� RU� E\� WKH� VHYHUDO� VWDWHV� WKURXJK� GLIIHULQJ� OHJLVODWLRQ���
7KH�³HYLO´�SHUFHLYHG�E\�WKH�PDQXIDFWXUHUV�LV�WKDW�RWKHU�VWDWHV�

ZLOO�FRQFOXGH��DV�KDV�0DLQH��WKDW�LW�LV�ZLWKLQ�WKHLU�DELOLW\�DQG�

LQWHUHVW� WR� XVH� WKHLU� EX\LQJ� SRZHU� WR� QHJRWLDWH� ORZHU�
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SUHVFULSWLRQ� GUXJ� FRVWV� IRU� WKHLU� PRVW� YXOQHUDEOH� UHVLGHQWV���

&I��([[RQ�&RUS�������8�6��DW�������

*LYHQ� WKH� HYHQKDQGHG� DSSURDFK� RI� WKH�0DLQH�5[� VWDWXWH��
WKH� &RXUW� VKRXOG� DSSO\� D� ORZHU� OHYHO� RI� VFUXWLQ\²LI� DQ\²

XQGHU� WKH� GRUPDQW� &RPPHUFH�&ODXVH�� � 8VLQJ� WKH� EDODQFLQJ�

WHVW�VHW�IRUWK�LQ�3LNH�Y��%UXFH�&KXUFK��,QF�������8�6�����������
�������� WKH� )LUVW�&LUFXLW� FRUUHFWO\� FRQFOXGHG� WKDW� WKH�6WDWH¶V�

VXEVWDQWLDO� LQWHUHVW� LQ� ³SURYLG>LQJ@� SUHVFULSWLRQ� GUXJV� WR�

0DLQH�FLWL]HQV�ZKR�FRXOG�QRW�RWKHUZLVH�DIIRUG�WKHP´�FOHDUO\�
RXWZHLJKV� DQ\� LQFLGHQWDO� HIIHFWV� WKH� ODZ� PD\� KDYH� RQ�

³PDQXIDFWXUHUV¶�SRVVLEOH� ORVV�RI�SURILWV�´� �3K50$������)��G�

DW�����VHH�DOVR�*DU\�'��3HDNH�([FDYDWLQJ��,QF��Y��7RZQ�%RDUG�
RI� +DQFRFN�� ��� )��G� ���� ��� ��QG� &LU�� ������ �VWDWLQJ� WKDW�

³>O@HJLVODWLRQ� SHUWDLQLQJ� WR� SXEOLF� KHDOWK� DQG� VDIHW\� FRQVLV�

WHQWO\�KDV�EHHQ�UHFRJQL]HG�DV�DQ�LPSRUWDQW�ORFDO�LQWHUHVW´���

%�� 7KH� 0DLQH� 5[� /DZ� (PSRZHUV� WKH� 6WDWH� WR�

$FW� DV� D� 0DUNHW� 3DUWLFLSDQW�� 1RW� D� 0DUNHW�

5HJXODWRU��

7KH� ORZHU� FRXUWV� QHHG� QRW� KDYH� VXEMHFWHG� WKH� 0DLQH� 5[�

3URJUDP� WR� DQDO\VLV� XQGHU� WKH� GRUPDQW� &RPPHUFH� &ODXVH���

7KH� VWDWXWRU\� SURYLVLRQV� DW� LVVXH� KHUH� DUH� H[HPSW� IURP�
&RPPHUFH�&ODXVH� VFUXWLQ\� EHFDXVH� WKH\� HPSRZHU� WKH� 6WDWH�

WR�DFW�DV�D�PDUNHW�SDUWLFLSDQW��QRW�D�PDUNHW�UHJXODWRU��LQ�RUGHU�

WR� DFKLHYH� LWV� ODXGDEOH� JRDOV�� � 0DLQH� KDV� ORQJ� SURYLGHG�
SKDUPDFHXWLFDO�EHQHILWV�DQG�SKDUPDFHXWLFDO�EHQHILWV�PDQDJH�

PHQW�� GLUHFWO\� DQG� LQGLUHFWO\�� IRU� ODUJH� VHJPHQWV� RI� LWV�

FLWL]HQU\��VXFK�DV� ORZ�LQFRPH�UHVLGHQWV�DQG�VWDWH�HPSOR\HHV��
DQG� WKH� 0DLQH� 5[� 3URJUDP� VLPSO\� H[SDQGV� XSRQ� 0DLQH¶V�

SDUWLFLSDWLRQ� LQ� WKH� PDUNHW� WR� FRYHU� XQLQVXUHG� FLWL]HQV� ZKR�

DIILUPDWLYHO\� FKRRVH� WR� HQUROO� LQ� WKH� QHZ�EHQHILWV� SODQ�� �%\�

�������������������������������������������������
�
3HWLWLRQHUV GLG QRW DUJXH LQ DQ\ FRXUW EHORZ WKDW WKH 0DLQH 5[

3URJUDP GLVFULPLQDWHV DJDLQVW LQWHUVWDWH FRPPHUFH� 3K50$� ��� )��G

DW ��� ,W LV ZHOO HVWDEOLVKHG WKDW DEVHQW WKH PRVW H[WUDRUGLQDU\ FLUFXP�

VWDQFHV� OHJDO WKHRULHV QRW UDLVHG LQ DQ\ FRXUW FDQQRW EH EURDFKHG IRU WKH

ILUVW WLPH RQ DSSHDO� 3DWHUVRQ� ��� 8�6� DW ����



� ���

HPSRZHULQJ�WKH�6WDWH�WR�QHJRWLDWH�SULFH�GLVFRXQWV�DQG�UHEDWHV�

IRU� 0DLQH� 5[� SDUWLFLSDQWV�� DQG� WR� XVH� WKH� WKUHDW� RI� SULRU�
DXWKRUL]DWLRQ�XQGHU�WKH�6WDWH¶V�0HGLFDLG�SURJUDP�WR�OHYHUDJH�

EHWWHU� SULFH� UHEDWHV�� WKH� $FW� PHUHO\� HQDEOHV� WKH� 6WDWH� WR�

HQJDJH� LQ� WKH� VDPH� PDUNHW� EHKDYLRU� WKDW� SULYDWH� 3%0V��
FDQ� DQG� GR� XVH� LQ� WKHLU� RZQ� FRPPHUFLDO� WUDQVDFWLRQV� RQ� D�

UHJXODU�EDVLV���

7KH� &RPPHUFH� &ODXVH� SURYLGHV� ³QR� LQGLFDWLRQ� RI� D�
FRQVWLWXWLRQDO�SODQ�WR�OLPLW�WKH�DELOLW\�RI�WKH�VWDWHV�WKHPVHOYHV�

WR� RSHUDWH� IUHHO\� LQ� WKH� IUHH�PDUNHW�´� �5HHYHV�� ,QF�� Y�� 6WDNH��

����8�6�� ����� ���� �������� � ,QVWHDG�� WKH� 6XSUHPH�&RXUW� KDV�
³PD>G@H�FOHDU�WKDW�LI�D�6WDWH�LV�DFWLQJ�DV�D�PDUNHW�SDUWLFLSDQW��

UDWKHU�WKDQ�D�PDUNHW�UHJXODWRU��WKH�GRUPDQW�&RPPHUFH�&ODXVH�

SODFHV�QR�OLPLWDWLRQ�RQ�LWV�DFWLYLWLHV�´� �6RXWK�&HQWUDO�7LPEHU�
'HY��Y��:XQQLFNH������8�6�����������������VHH�DOVR�+XJKHV�Y��

$OH[DQGULD� 6FUDS� &RUS��� ���� 8�6�� ���� �������� :KLWH� Y��

0DVVDFKXVHWWV� &RXQFLO� RI� &RQVWU�� (PSOR\HUV�� ����8�6�� ����
�������� � 7R� GR� RWKHUZLVH�ZRXOG� LQIULQJH� XSRQ� ³VWDWH� VRYHU��

HLJQW\�>DQG@�WKH�UROH�RI�HDFK�6WDWH�DV�JXDUGLDQ�DQG�WUXVWHH�IRU�

LWV� SHRSOH�´�:KLWH�� ���� 8�6�� DW� ���� Q��� �LQWHUQDO� TXRWDWLRQV�
RPLWWHG���DQG�LQWHUIHUH�ZLWK�RXU�IHGHUDOLVW�V\VWHP�LQ�ZKLFK�³µD�

VLQJOH�FRXUDJHRXV�6WDWH�PD\��LI�LWV�FLWL]HQV�FKRRVH��VHUYH�DV�D�

ODERUDWRU\� DQG� WU\� QRYHO� VRFLDO� DQG� HFRQRPLF� H[SHULPHQWV¶´�
WR�VROYH�FRPSHOOLQJ�ORFDO�SUREOHPV���5HHYHV������8�6��DW������

TXRWLQJ�1HZ�6WDWH�,FH��&R��Y��/LHEPDQQ������8�6�������������

�%UDQGHLV��-���GLVVHQWLQJ���

7KH�RQO\� UHOHYDQW� LQTXLU\� WKHQ� LV�³ZKHWKHU� WKH�FKDOOHQJHG�

µSURJUDP� FRQVLWXWH>V@� GLUHFW� VWDWH� SDUWLFLSDWLRQ� LQ� WKH�

PDUNHW�¶´� �:KLWH������8�6��DW������TXRWLQJ�5HHYHV������8�6��
DW� ���� Q���� � 7KDW� PDUNHW� PXVW� EH� ³UHODWLYHO\� QDUURZO\�

GHILQHG´� DQG� FRQVWLWXWH� ³µD� GLVFUHWH�� LGHQWLILDEOH� FODVV� RI�

HFRQRPLF� DFWLYLW\� LQ� ZKLFK� >WKH� 6WDWH@� LV� D� PDMRU�
SDUWLFLSDQW�¶´��:XQQLFNH������8�6��DW������TXRWLQJ�:KLWH������

8�6��DW�����Q����VHH�DOVR�1DWLRQDO�)RUHLJQ�7UDGH�&RXQFLO�Y��

1DWVLRV�� ���� )��G� ���� ��� ��VW� &LU�� �������� � )XUWKHUPRUH�� WR�
UHPDLQ� RQ� VXUH� IRRWLQJ�� WKH� 6WDWH¶V� UROH� ZLWKLQ� WKDW� PDUNHW�
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VKRXOG�EH�OLPLWHG�WR�DFWLYLWLHV�³HTXDOO\�DYDLODEOH� WR�D�SULYDWH�

SDUW\�´� 5RFNYLOOH� &HQWUH� Y�� +HPSVWHDG�� ���� )��G� ����� ����
��QG� &LU�� ������� DQG� RI� WKH� W\SH� FRPPRQO\� HQJDJHG� LQ� E\�

SULYDWH�DFWRUV� LQ� WKDW�PDUNHW�� �6HH�:XQQLFNH������8�6��DW����

�6WDWH� H[FHHGHG�PDUNHW� SDUWLFLSDQW� UROH� LQ� VWDWH� WLPEHU� VDOHV�
E\� LPSRVLQJ� FRQWUDFW� UHVWULFWLRQV� RQ� SRVW�VDOH� PDWWHUV� WKDW�

VHOOHUV�XVXDOO\�KDYH�QR�VD\�RYHU� LQ� WKH�FRPPHUFLDO�FRQWH[W���

1DWVLRV������)��G�DW�����³7KH�SURSHU�LQTXLU\�LV�ZKHWKHU�>WKH�
6WDWH@�LV�DFWLQJ�DV�DQ�RUGLQDU\�PDUNHW�SDUWLFLSDQW�ZRXOG�DFW�����

�� �´���5RFNYLOOH�&HQWUH������)��G�DW������FRQWUDFW� UHVWULFWLRQV�

LPSRVHG� E\� PXQLFLSDOLW\� ZHUH� ³QRW� XQFRPPRQ� LQ� SULYDWH�

WUDQVDFWLRQV´�����

7KH� UHEDWH� QHJRWLDWLRQ� DQG� SULRU� DXWKRUL]DWLRQ� SURYLVLRQV�

RI�WKH�0DLQH�5[�3URJUDP�FOHDUO\�ILW�WKH�ELOO���7KH�FKDOOHQJHG�

VWDWXWH� HPSRZHUV� WKH� 6WDWH� WR� H[SDQG� LWV� ORQJ�VWDQGLQJ�
SDUWLFLSDWLRQ�LQ�WKH�GLVFUHWH�PDUNHW�RI�SKDUPDFHXWLFDO�EHQHILWV�

PDQDJHPHQW�VHUYLFHV�DQG�WR�XVH�LWV�PDUNHW�OHYHUDJH�WR�REWDLQ�

EHWWHU� SUHVFULSWLRQ� GUXJ� SULFHV� IRU� 0DLQH� 5[� HQUROOHHV���
0DLQH��OLNH�PRVW�RWKHU�VWDWHV��DOUHDG\�SURYLGHV�WKLV�VHUYLFH�IRU�

VWDWXWRULO\�GHILQHG�SRSXODWLRQV���7KH�6WDWH�VHUYHV�DV�D�EHQHILWV�

PDQDJHU� IRU� QHHG\� FLWL]HQV� WKURXJK� WKH� 0HGLFDLG� SURJUDP���
��� 0�5�6�$�� �������0� DQG� �����5�� DQG� IRU� RWKHU� GLVDG��

YDQWDJHG�� HOGHUO\� RU� GLVDEOHG� FLWL]HQV� WKURXJK� WKH� (OGHUO\�

/RZ�&RVW�'UXJ�3URJUDP�����0�5�6�$���������7KH�0DLQH�5[�
3URJUDP� H[WHQGV� WKH� 6WDWH¶V� UROH� DV� D� 3%0� WR� DQRWKHU�

VHJPHQW�RI�0DLQH�UHVLGHQWV²WKH�XQLQVXUHG�DQG�XQGHULQVXUHG�

²LQ�UHVSRQVH�WR�D�SUHVHQW�DQG�JURZLQJ�KHDOWK�FDUH�FULVLV��

:LWK� WKH� DGYHQW� RI�PDQDJHG� FDUH�� 3%0V� DUH� QRZ�ZLGHO\�

XVHG� LQ� ERWK� WKH� SULYDWH� DQG� WKH� SXEOLF� VHFWRU� WR� DVVLVW� LQ��

WKH� SXUFKDVH� RI� SUHVFULSWLRQ� GUXJV� DW� PRUH� DGYDQWDJHRXV�
SULFHV� WKDQ� ZRXOG� RWKHUZLVH� EH� DYDLODEOH� WR� LQGLYLGXDO�

FRQVXPHUV� RU� WKH� PHGLFDO� SODQV� WKDW� SXUFKDVH� WKHLU� GUXJV���

7KH� 3%0V� REWDLQ� ORZHU� SULFHV� E\� QHJRWLDWLQJ� UHEDWHV� IURP�
GUXJ� PDQXIDFWXUHUV� DQG�RU� ORZHU� UHLPEXUVHPHQW� UDWHV� IURP��

UHWDLO�SKDUPDFLHV��
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$OWKRXJK� D� PRGHUQ� SKHQRPHQRQ�� 3%0V� RSHUDWH� ZLWKLQ�

PDUNHW� SULQFLSOHV� LQ� D� FODVVLF� ³PLGGOH�PDQ´� UROH� EHWZHHQ�
EX\HUV� DQG� VHOOHUV�� � 3%0V� W\SLFDOO\� FRQWUDFW� ZLWK� ODUJH�

HPSOR\HUV��KHDOWK�PDLQWHQDQFH�RUJDQL]DWLRQV�DQG�RWKHU�JURXS�

SODQV�WR�PDQDJH�DQG�DGPLQLVWHU�WKHLU�SKDUPDFHXWLFDO�EHQHILWV���
7KHLU� FRQWURO� RYHU� DFFHVV� WR� ODUJH� QXPEHUV� RI� SDWLHQWV�� DQG�

WKHLU� DELOLW\� WR� VKLIW� WKH�PDUNHW� VKDUH�RI�GUXJV� WKURXJK�SULRU�

DXWKRUL]DWLRQ� OLVWV�� YDULRXV� W\SHV� RI� IRUPXODULHV� DQG�
LQFHQWLYHV�� JLYHV� WKH� 3%0V� WKH� LQIOXHQFH� WKH\� QHHG� WR�

QHJRWLDWH�VLJQLILFDQW� UHEDWHV� IURP�GUXJ�PDQXIDFWXUHUV�� �³7KH�

VXFFHVV� RI� 3%0V� KDV� UHVXOWHG� ODUJHO\� IURP� WKHLU� VXFFHVV� LQ�
XVLQJ� FRQVROLGDWHG� SXUFKDVLQJ� SRZHU� WR� VHFXUH� UHEDWHV� DQG�

GLVFRXQWV� IURP�GUXJ�PDQXIDFWXUHUV�� �� �� ��'UXJ�PDQXIDFWXUHUV�

NQRZ� WKDW� 3%0V� FRQWURO� D� VXEVWDQWLDO� SURSRUWLRQ� RI� WKHLU�
PDUNHW�VKDUH�DQG�WKDW�LW�LV�FUXFLDO�WR�EH�OLVWHG�IDYRUDEO\�RQ�WKH�

3%0V¶� IRUPXODULHV�´� �$UQROG� -��5RVRII��7KH�&KDQJLQJ�)DFH�

RI�3KDUPDF\�%HQHILWV�0DQDJHPHQW�����6W��/RXLV�8�/�-��������
���������³,Q�RWKHU�ZRUGV��>3%0V@�SHUPLW�WKH�PDQXIDFWXUHUV�WR�

PDNH�XS�LQ�YROXPH�ZKDW�WKH\�DUH�ORVLQJ�LQ�SULFH�´��$QGUHZ�6��

.UXOLZLFK��7KH�5HVSRQVH�WR�+HDOWK�&DUH�5HIRUP�����)RRG�	�
'UXJ�/�-��DW������������

7KH� FKDOOHQJHG� VWDWXWH� KHZV� FORVHO\� WR� WKH� SULYDWH� 3%0�

PDUNHW�PRGHO�� � 7KH�0DLQH�5[� ODZ� H[SUHVVO\� DXWKRUL]HV� WKH�
6WDWH� WR� DFW� DV� D� ³SKDUPDF\� EHQHILW� PDQDJHU´� RQ� EHKDOI� RI�

WKRVH� UHVLGHQWV� ZKR� HOHFW� WR� SDUWLFLSDWH� E\� HQUROOLQJ� LQ� D�

0DLQH� 5[� FRQVXPHU� FDUG� SURJUDP��� � ��� 0�5�6�$�� ������
�XQQXPEHUHG�LQWURGXFWRU\�SDUDJUDSK������������)��DQG������VHH�

DOVR�3K50$������)��G�DW��������.HHWRQ��-���FRQFXUULQJ����$V�

ZLWK� D� 3%0� LQ� WKH� SULYDWH� VHFWRU�� WKH� 6WDWH� QHJRWLDWHV� ZLWK�
PDQXIDFWXUHUV� IRU� UHEDWHV� WR� LWVHOI� EDVHG� RQ� SXUFKDVHV� E\�

�������������������������������������������������
�
)RU PRUH GHWDLO RQ 3%0V DQG KRZ WKH\ RSHUDWH� VHH )LUVW &LU� $PLFL

$SS� DW ��������

�
:KLOH HQUROOPHQW LV RSHQ WR DOO 0DLQH UHVLGHQWV� RQO\ WKRVH UHVLGHQWV

ZLWKRXW DGHTXDWH SULYDWH RU JRYHUQPHQW SUHVFULSWLRQ GUXJ KHDOWK LQVXUDQFH

FRYHUDJH ZLOO EHQHILW E\ SDUWLFLSDWLQJ�



� ���

0DLQH�UHVLGHQWV�ZKR�HQUROO������0�5�6�$�����������������7KH�

6WDWH�FRQWUDFWV�GLUHFWO\�ZLWK�WKH�PDQXIDFWXUHUV�IRU�WKH�UHEDWHV�
WKDW�WKH\�ZLOO�SURYLGH���7KH�6WDWH�WKHQ�HVWDEOLVKHV�GLVFRXQWHG�

SULFHV� IRU� SDUWLFLSDWLQJ� SKDUPDFLHV� DQG� UHLPEXUVHV� SKDUPD��

FLVWV� RQ� D� UHJXODU� EDVLV� XVLQJ� IXQGV� IURP� WKH� PDQXIDFWXUHU�
UHEDWHV���,G��DW����������DQG������

,Q�SHUIRUPLQJ� WKRVH� IXQFWLRQV�� WKH�6WDWH� LQFXUV� VXEVWDQWLDO�

FRVWV� DQG� SXWV� LWV� ILVFDO� UHVRXUFHV� RQ� WKH� OLQH�� � ,W� DGYDQFHV�
VXEVWDQWLDO�FDSLWDO�WR�FRYHU�WKH�³IORDW´�IRU�FXVWRPHU�GLVFRXQWV��

LQFXUV� WKH� ULVN� RI� PDQXIDFWXUHUV¶� EUHDFKHV�� SD\V� SURFHVVLQJ�

IHHV� WR� SKDUPDFLVWV� DQG� DGPLQLVWHUV� D� FRPSOH[� ZHE� RI�
WUDQVDFWLRQV� WR� FRPSOHWH� WKH� FKDLQ� RI� SULFH� GLVFRXQWV��

PDQXIDFWXUHU�UHEDWHV�DQG�SKDUPDF\�UHLPEXUVHPHQWV����6HH����

0�5�6�$���������������������,Q�VKRUW��WKH�6WDWH�DFWV�MXVW�OLNH�D�
SULYDWH�VHFWRU� 3%0�� SHUIRUPLQJ� WKH� VDPH� PLGGOH�PDQ�

IXQFWLRQV�� RQO\� IRU� D� FOLHQWHOH� WKDW� LV� XQGHUVHUYHG� E\� WKH�

SULYDWH�PDUNHW��� � ,Q� WKDW� VHQVH�� WKH�0DLQH�5[� SURJUDP� ³KDV�
VXEVWDQWLDOO\� HQODUJHG� WKH� PDUNHW�´� ERWK� E\� H[SDQGLQJ� WKH�

UROH�RI�3%0V�LQ�0DLQH�DQG�LQFUHDVLQJ�DFFHVV� WR�SUHVFULSWLRQ�

GUXJV� IRU� SHRSOH� ZKR� FRXOG� QRW� RWKHUZLVH� DIIRUG� WKHP���
$OH[DQGULD� 6FUDS�� ���� 8�6�� DW� ���� Q�� �6WHYHQV�� -���

FRQFXUULQJ���VHH�DOVR�4XLULRQ�$II�� ������� �$GG��RI�)LUVW�&LU��

�������������������������������������������������
�
7KH /HJLVODWXUH DSSURSULDWHG PRUH WKDQ ���� PLOOLRQ WR D GHGLFDWHG

IXQG WKDW SURYLGHV WKH ZRUNLQJ FDSLWDO IRU WKH UHLPEXUVHPHQWV DQG IHHV� LQ

DGGLWLRQ WR DSSURSULDWLRQV WR FDUU\ RXW WKH SURJUDP� ���� 0H� /HJLV� &K�

��� DW 6HF� $��� 7KH UHEDWHV IURP WKH PDQXIDFWXUHUV FRPSHQVDWH WKH

6WDWH IRU WKH DPRXQW SDLG WR SKDUPDFLVWV IRU WKH GLVFRXQW� EXW QRW IRU WKH

SURIHVVLRQDO IHHV SDLG WKH SKDUPDFLVWV� �� 0�5�6�$� �������� DQG ����
�
%HFDXVH D 3%0¶V DELOLW\ WR QHJRWLDWH UHEDWHV LV EDVHG RQ LWV PDUNHW

SRZHU� L�H�� WKH QXPEHU RI FRQVXPHUV WR ZKRP LW FDQ FRQWURO DFFHVV IRU D

PDQXIDFWXUHU¶V GUXJV� VRPH SULYDWH 3%0V KDYH DWWHPSWHG WR HQUROO

XQLQVXUHG� FDVK�SD\LQJ FXVWRPHUV²WKH VDPH PDUNHW WDUJHWHG E\ WKH

0DLQH 5[ 3URJUDP²LQ FRQVXPHU FDUG SURJUDPV RIIHULQJ GLVFRXQWV RQ

GUXJV� 5REHUW 'L&KLDUD HW DO�� 7XJ�RI�:DU 2YHU 5HEDWHV� $PHULFDQ

'UXJJLVW� 0D\ ����� DW �� �)LUVW &LU� $PLFL $SS� DW ���� ����� +RZHYHU�

PDQXIDFWXUHUV KDYH UHVLVWHG WKRVH HIIRUWV E\ H[FOXGLQJ WKRVH FRQVXPHU

FDUG SURJUDPV IURP UHEDWHV� ,G� �)LUVW &LU� $PLFL $SS� DW �����
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$PLFL� %ULHI� DW� ���� 0RUDQ� $II�� ��� ���� �$GG�� RI� )LUVW� &LU��

$PLFL� %ULHI� DW� ���� 'RQDKXH� $II�� ������� �$GG�� RI� )LUVW� &LU��
$PLFL�%ULHI�DW��������

$V�ZLWK�D�3%0�LQ�WKH�SULYDWH�VHFWRU�� WKH�6WDWH¶V�DELOLW\� WR�

HIIHFWLYHO\�EDUJDLQ� IRU�PDQXIDFWXUHU� UHEDWHV� WR� ILQDQFH�SULFH�
GLVFRXQWV� IRU� 0DLQH� 5[� SDUWLFLSDQWV� VWHPV� VROHO\� IURP� LWV�

SRZHU� WR� GHOLYHU�� RU� WKUHDWHQ� WR� DIIHFW�� PDUNHW� VKDUH�� � &RQ��

VLVWHQW� ZLWK� WKH� XVH� RI� SUHDXWKRUL]DWLRQ� OLVWV� LQ� WKH� SULYDWH�
VHFWRU�� WKH� VWDWXWH� DXWKRUL]HV� WKH� 6WDWH� DV� 3%0� WR� XVH� LWV�

DELOLW\� WR�FRQWURO�PDUNHW�VKDUH� WKURXJK� WKH� WKUHDWHQHG�XVH�RI�

SULRU� DXWKRUL]DWLRQ� XQGHU� RQH� EHQHILWV� SODQ�� 0HGLFDLG�� WR�
OHYHUDJH� EHWWHU� EHQHILWV� IRU� 0DLQH� 5[� SDUWLFLSDQWV�� WR� WKH�

H[WHQW� SHUPLWWHG� E\�0HGLFDLG� ODZ�� � ���0�5�6�$�� �����������

7KH�6WDWH�XVHV�WKH�VDPH�W\SH�RI�PDUNHW�PHFKDQLVP�XQGHU�LWV�
(OGHUO\�/RZ�&RVW�'UXJ�3URJUDP�WR�REWDLQ�SULFH�GLVFRXQWV�IRU�

TXDOLILHG�VHQLRUV���,G��DW�������������$���

7KH�0DLQH�5[�SURYLVLRQV� DW� LVVXH� KHUH�PLUURU� WKH�PDUNHW�
PHFKDQLVPV� XVHG� E\� DOO� SULYDWH� 3%0V� WR� PD[LPL]H� WKHLU�

PDUNHW� SRZHU�� � 1HLWKHU� HPSRZHULQJ� WKH� 6WDWH� WR� QHJRWLDWH�

PDQXIDFWXUHU� UHEDWHV�� QRU� DGRSWLQJ� WKH� PDUNHW� WRRO� RI� SULRU�
DXWKRUL]DWLRQ� WR� OHYHUDJH� EHWWHU� GHDOV� IRU� 0DLQH� 5[�

SDUWLFLSDQWV�� LQYROYHV� DQ\� SRZHUV� XQDYDLODEOH� WR� SULYDWH�

DFWRUV���7KH�0DLQH�5[�SURYLVLRQV�DW�LVVXH�KHUH�GR�QRW�SHUPLW�
WKH� 6WDWH� WR� XVH� MXGLFLDO� RU� DGPLQLVWUDWLYH� SURFHVVHV� IRU�

LQMXQFWLYH� UHOLHI�� WR� LPSRVH� FLYLO� ILQHV�� RU� WR� VHHN� FULPLQDO�

SHQDOWLHV� DJDLQVW� UHFDOFLWUDQW� PDQXIDFWXUHUV�� � 1RU� GR� WKH\�
UHJXODWH� WKH�SULFH�RI�SUHVFULSWLRQ�GUXJV� IRU�QRQ�SDUWLFLSDWLQJ�

FRQVXPHUV� LQ�0DLQH�� � 5DWKHU�� WKH� 6WDWH� VLPSO\� SURSRVHV� WR�

H[WHQG� LWV� HFRQRPLF� LQIOXHQFH� RYHU� PDUNHW� VKDUH� DV� WKH�
EHQHILWV�PDQDJHU�IRU�WKH�0HGLFDLG�RXWSDWLHQW�GUXJ�SURJUDP�WR�

LQFOXGH� DQ� DGGLWLRQDO� SRRO� RI� OLYHV���� � 7KH� PDQXIDFWXUHUV¶�

�������������������������������������������������
��
7KH 6WDWH DGRSWHG WKLV PDUNHW�SDUWLFLSDWLRQ DSSURDFK DIWHU UHFDOOLQJ

IURP WKH *RYHUQRU¶V GHVN LQLWLDO OHJLVODWLRQ VXEPLWWHG LQ UHVSRQVH WR WKH

FULVLV LQ SUHVFULSWLRQ GUXJ DIIRUGDELOLW\ IRU WKH XQLQVXUHG� &I� /�'� ����

DQG &RPPLWWHH $PHQGPHQW ³$´ ����WK /HJLV� ����� �SURSRVLQJ WR
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REMHFWLRQ�WR�WKH�ODZ��WKHUHIRUH��LV�LQ�HVVHQFH�D�FRPSODLQW�WKDW�

0DLQH�FKRRVHV�ZLWK�ZKRP�LW�ZLOO�GHDO�DV�D�EHQHILWV�PDQDJHU��
D�FKRLFH�FKDUDFWHULVWLF�RI�DQ\�PDUNHW�SDUWLFLSDQW��

7KDW� WKH� 6WDWH� KDV� VKRXOGHUHG� LWV� 3%0� UROH� LQ� RUGHU� WR�

SURPRWH� WKH� SXEOLF� JRRG�� UDWKHU� WKDQ� WR� PDNH� D� SURILW� RU�
REWDLQ� IRU� LWVHOI� VRPH� RWKHU� HFRQRPLF� EHQHILW�� GRHV� QRW�

FKDQJH� LWV� VWDWXV� DV� D� PDUNHW� SDUWLFLSDQW�� � %RWK�$OH[DQGULD�

6FUDS�� ���� 8�6�� ����� DQG�5HHYHV�� ���� 8�6�� ����� ³LQYROYHG�
VLWXDWLRQV� LQ�ZKLFK� VWDWHV� µLQWHQGHG� WKHLU� HQWUDQFHV� >LQWR� WKH�

PDUNHW@� WR� DIIHFW� WKH� IORZ� RI� FRPPHUFH� VR� DV� WR� HQKDQFH�

SXEOLF� YDOXHV�¶´� �1DWVLRV�� ���� )��G� DW� ����TXRWLQJ� /DXUHQFH�
7ULEH��&RQVWLWXWLRQDO�&KRLFHV���������������

1RU�LV�WKHUH�DQ\�SULQFLSOHG�UHDVRQ�WR�DUELWUDULO\�UHVWULFW�³WKH�

PDUNHW� SDUWLFLSDWLRQ� H[FHSWLRQ� WR� DFWV� RI� EX\LQJ� RU� VHOOLQJ´�
JRRGV�� � ,QGHSHQGHQW�&KDULWLHV�RI�$P��Y��0LQQHVRWD�����)��G�

�����������WK�&LU����������7KH�6XSUHPH�&RXUW�KDV�DSSOLHG�WKH�

PDUNHW� SDUWLFLSDWLRQ� GRFWULQH� LQ� VHWWLQJV�ZKHUH� WKH�6WDWH� GLG�
QRW� GLUHFWO\� EX\�� VHOO� RU� WDNH� WLWOH� WR� JRRGV�� VHH�$OH[DQGULD�

6FUDS�� ���� 8�6�� DW� ���� �ILQGLQJ� PDUNHW� SDUWLFLSDWLRQ� ZKHUH�

6WDWH� SDLG� D� ³ERXQW\´� WR� SULYDWH� SURFHVVRUV� WR� HQFRXUDJH�
GHVWUXFWLRQ�RI�VFUDS�YHKLFOHV���DQG�ZKHUH�WKH�UHOHYDQW�PDUNHW�

ZDV� IRU� VHUYLFHV� UDWKHU� WKDQ� WDQJLEOH� JRRGV�� VHH�:KLWH�� ����

8�6�� DW� ���� Q���� ���� �ILQGLQJ� SDUWLFLSDWLRQ� LQ� FRQVWUXFWLRQ�
ODERU�PDUNHW��HYHQ�ZKHUH�&LW\�ZDV�QRW�WKH�GLUHFW�HPSOR\HU�RI�

FRQVWUXFWLRQ� ZRUNHUV� RU� LQ� SULYLW\� RI� FRQWUDFW� ZLWK� DIIHFWHG�

SULYDWH� VXEFRQWUDFWRUV��� � 6HH� DOVR� ,QGHSHQGHQW� &KDULWLHV� RI�

�������������������������������������������������
HVWDEOLVK D )DLU 'UXJ 3ULFLQJ %RDUG WR VHW PD[LPXP PDQXIDFWXUHU SULFHV

IRU SUHVFULSWLRQ GUXJV� �)LUVW &LU� $PLFL $SS� DW �� ���� 7KDW OHJLVODWLRQ�

HPERG\LQJ D PRUH UHJXODWRU\ DSSURDFK WR WKH SUREOHP� ZDV SDVVHG E\ WKH

/HJLVODWXUH EXW UDQ LQWR RSSRVLWLRQ IURP *RYHUQRU $QJXV .LQJ� ZKR ZDV

FRQFHUQHG DERXW LWV FRQVWLWXWLRQDOLW\� $IWHU OHQJWK\ QHJRWLDWLRQV� D

FRPSURPLVH ZDV UHDFKHG� DQG WKH ELOO ZDV UHFDOOHG IURP WKH *RYHUQRU¶V

GHVN DQG DPHQGHG WR LWV SUHVHQW IRUP� ���WK 0H� /HJLV� 5HF�� �QG 6HVV��

�$SULO �� DQG ��� ����� DW 6����� DQG 6����� �)LUVW &LU� $PLFL $SS� DW

��������� )UDQFLV ;� 4XLQQ� &RPSURPLVH 8QYHLOHG RQ 3UHVFULSWLRQ 'UXJ

%LOO� $VVRFLDWHG 3UHVV� 0D\ ��� ���� �)LUVW &LU� $PLFL $SS� DW �����
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$P��� ��� )��G� DW� ���� �6WDWH� ³SDUWLFLSDWLQJ� LQ� WKH� FKDULWDEOH�

IXQG� UDLVLQJ� PDUNHW´� HQWLWOHG� WR� UHVWULFW� DFFHVV� WR� LWV�
HPSOR\HHV� LQ� WKH�ZRUNSODFH���5RFNYLOOH�&HQWUH�� ���� )��G� DW�

���� �WRZQ� HQJDJHG� LQ� ZDVWH� GLVSRVDO� PDUNHW� HQWLWOHG� WR�

LPSRVH�FRQWUDFW�UHVWULFWLRQV�RQ�WRZQV�XVLQJ�LWV�VHUYLFHV���6ZLQ�
5HVRXUFH� 6\VWHPV� Y�� /\FRPLQJ� &RXQW\�� 3D��� ���� )��G� �����

���� ��UG� &LU�� ������ �FRXQW\� SDUWLFLSDWLQJ� LQ� ZDVWH� GLVSRVDO�

VHUYLFHV� PDUNHW� SHUPLWWHG� WR� JLYH� SUHIHUHQFH� WR� FRXQW\�
FXVWRPHUV��� )RXU� 7¶V�� ,QF�� Y�� /LWWOH� 5RFN� 0XQLF�� $LUSRUW�

&RPP¶Q�� ���� )��G� ����� ���� ��WK� &LU�� ������ �XSKROGLQJ�

FRQFHVVLRQ� IHHV�ZKHUH� WRZQ�ZDV� LQ� WKH�PDUNHW� RI� SURYLGLQJ�
IDFLOLWLHV�IRU�UHQWDO�FDU�VHUYLFHV�����

7KH� 0DLQH� 5[� ODZ� DXWKRUL]HV� WKH� 6WDWH� WR� HQJDJH� LQ� D�

GLVFUHWH��LGHQWLILDEOH�FODVV�RI�HFRQRPLF�DFWLYLW\�WKDW�LV�HTXDOO\�
DYDLODEOH� WR�SULYDWH�SDUWLHV��DQG�WKDW�SRVHV�QR�LPSHGLPHQW� WR�

WKH� IORZ� RI� LQWHUVWDWH� FRPPHUFH�� � :KHQ� DFWLQJ� DV� PDUNHW�

SDUWLFLSDQWV�� VWDWHV� DUH� HQWLWOHG� WR� WKH� VDPH� ³IUHHGRPV� IURP�
IHGHUDO� FRQVWUDLQWV�� LQFOXGLQJ� WKH� LQKHUHQW� OLPLWV� RI� WKH�

&RPPHUFH� &ODXVH�´� DV� DUH� SULYDWH� HQWHUSULVHV�� � 5HHYHV���

����8�6�� DW� ����� �7KH�PDQXIDFWXUHUV� KDYH� IDLOHG� WR� SUHVHQW�
DQ\� HYLGHQFH� WKDW� 0DLQH¶V� VWUDWHJ\� RI� SRROLQJ� LWV� PDUNHW�

SRZHU�WR�QHJRWLDWH�UHEDWHV�FRQVWLWXWHV�DFWLYLW\�XQDYDLODEOH�WR�D�

SULYDWH�SDUW\��

&21&/86,21�

)RU� DOO� RI� WKH� DERYH� UHDVRQV�� WKH�&RXUW� VKRXOG� DIILUP� WKH�
GHFLVLRQ� E\� WKH� )LUVW� &LUFXLW� &RXUW� RI� $SSHDOV� DQG� OLIW� WKH�

'LVWULFW� &RXUW¶V� RUGHU� SUHOLPLQDULO\� HQMRLQLQJ� WKH� 6WDWH� RI�

0DLQH�IURP�LPSOHPHQWLQJ�LWV�0DLQH�5[�3URJUDP��
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 &RXQVHO RI 5HFRUG &RXQVHO IRU $PLFL &XULDH

1RYHPEHU �� �����


